pla::^ti:tg  for  thz  Errnniz  of  HUD-owtCT  housing 

k  Residents'  Guide 


Ann  L.  Silverman 
Eaily  P.  Ache anb erg 
Vincent  F.  O'Douneli 


Citizens  Housing  and  Planning  Association,  Inc. 
7  Marshall  Scraet 
Boston,  Massachusetts  02108 


January,  1920 


ACKNOWLZE  CEMENTS 


Special  thanks  goes  to  all  chose  who  shared  their  knowledge  and  experience 
with.  us.    Residents,  managers  and  developers  of  resident-controlled  housing 
ia  ^^assachu setts  answered  questions  and  gave  us  access  to  information.  Others 
involved  ia  the  field  provided  background  matariaL  and  case  studies  (see 
Appendix  5  for  list  of  sources)    Appreciation  is  also  due  to  Sandy  Rose,  for 
her  help  in  gathering-  data,,  and  to  John:  Achatr,  Dan  Sullivany  and  numerous 
participants  in.  the  Boston  Demonstration,  for  comments  on  earlier  drafts. ■ 


GRAPHICS  3Y:  Jlike  Frokosch 
ZLLUSTRAIEL  BT:  Mick.  Thorkelson. 
TIPEn  BY:  Judith  L.  Johnson 


This  handbook  was  prepared  by  Citizens  Housing  and  Planning  Associacion,  Inc. 
(CHPA)  in  conjunction  with  its  program  of  technical  .^.ssistance,  nonitoring,  and 
evaluation  of  the  Boston  Area.  Demonstration  of  Resident  Participation  in  "he 
Management  and  Disposition  of  HUD-Acquired  >!ultifamil7  Developments.    It  is  an 
interim  product  designed  to  assist  managers,  residents,  and  HUD  officials  ia  the 
disposition  planning  process  required  by  the  Demonstration.    This  handbook  nay 
not  be  reproduced  or  distributed  without  prior  consent  of  CHPA.    CHPA's  program 
is  made  possible  through  grants  from,  the  U.S.  Department  of  Housing  and  Urban 
Development,  the  cord  Foundation,  and  the  Charles  Stewart  Mott  Foundacion. 
CHPA  is  solely  responsible  for  the  information  contained  herein,  which  does  not 
represent  the  official,  findings  or  policy  of  any  of  the  sponsors,  nor  of  the 
other  sources  of  information. 


CONTENTS 


INTRODUCTION  '  

ABOUT  THIS  HANDBOOK 
SUBSIDIZING  HOUSING  IN  BOSTON 
THE  BOSTON  DEMONSTSATION 

CHAPTER  I.     THE  DISPOSITION  PLA^INING  PROCESS:     TOO  DOES  imAT  

PARTICIPAITTS  IN  THE  PROCESS 
REPORTING  REQUIREMENTS 

PROCESS  FOR  IMPLEMENTING  REPORTING  REQUIREMEriTS 

CHAPTER  II.     RESIDENT  DECISION-MAKING  IN  THE  DISPOSITION  PLANNING  PROCESS 

ORGA^IIZING  FOR  DISPOSITION  PLA:TNING 
ASSESSING  PROJECT  CONDITIONS 
DETOOPING  SOLUTIONS  TO  PROJECT  PROBLEMS 
SETTING  OWNERSHIP  GOALS  AND  PRIORITIES 
EXAMINING  OWNERSHIP  OPTIONS 
CHOOSING  A  FORM  OF  OWNERSHIP 
FINALIZING,  THE,  DISPOSITION  PLAIT 
GETTING  HUD  APPROVAL 

CHAPTER  III.     OPTIONS  FOR  RES IDE^IT -CONTROLLED  OTv'NERSHI?  

FrrE  OWNERSHIP  TYPES 

CF-ASACTERISTICS  OF  RESIDENT -CONTROLLED  0\>^:iERSHIP  OPTIONS 
CRITICAL  ISSUES  IN  RESIDENT-C0NT7.0LLED  OWNERSHIP 

CHAPTER  IV.     Mj^ING  A  FORM  OF  OWNERSHIP  FIT  

CONDOMINIU!^ 
COOPERATIVE 

NON-PROFIT  CORPORATION 
LIMITED  PARTNERSHIP 
CONTRACTU.AL  AGREE:iENT 

GLOSSARY   

.\PPE;rDICES  

A.  REQUIREMENTS  FOR  MAi-IAGE:iENT ,  DISPOSITION,  AND  SUBSIDY  OF  HLT-OV^'^rET? 
PROJECTS 

B .  RESOURCES 


Digitized  by  the  Internet  Archive 
in  2015 


1 


https://archive.org/details/alternativeformsOOmass 


INTRODUCTION 


Residents  of  HUD-owned  properties  in  the  Boston,  Demonstration  Program  are  faced 
with  an  important  choice.    They  are  being  asked  to  decide  how  their  homes  should 
be  owned  and  operated  in  the  future,  and  whether  they  wish  to  become  involved  in 
ownership.     Residents  at  Demonstration  properties  are  participating  in  a  two- 
year  process  which  provides  an  opportunity  for  them  to  consider  different  forms 
of  resident-controlled  ownership. 

ABOUT  THIS  HANDBOOK 

What  will  the  Demonstration  really  mean  for  residents?    Will  tenants  be  able  to 
stay  in  their  homes  and  have  a  better  place  to  live?    What  difference  does  the 
form  of  oxmership  make?    What  other  kinds  of  decisions  are  needed  to  ensure 
better  living  conditions  in  the  future?    How  should  people  go  about  making  these 
decisions,    and  getting  HUD  to  agree?    These  are  the  kinds  of  questions  being 
asked  at  Demonstration  properties,  which  this  handbook  tries  to  address. 

This  handbook  was  written,  at  the  request  of  residents,  to  help  them  understand 
the  two-year  process  which  leads  up  to  the  sale  of  their  homes  (called  the 
disposition  planning  process) .     It  provides  information  which  residents  can  use 
to  make  decisions  about  the  future  of  their  developments  and  the  choice  of  owner- 
ship form,    l^^hile  intended  primarily  for  residents  involved  in  the  Boston  Demon- 
stration, the  handbook  may  also  be  useful  to  other  Demonstration  participants  as 
well  as  to  people  doing  disposition  planning  or -choosing  a  form  of  ownership 
elsewhere. 

This  handbook  is  divided  into  four  chapters: 

I.  a  description  of  the  groups  participating  in  the  disposition  planning 
process  and  the  information  HUD  requires  for  property  sales; 

II.  an  account  of  the  steps  involved  in  the  process  by  which  residents 
make  decisions  regarding  the  future  of  the  development,  including 
a  form  of  ownership,  and  prepare  for  disposition; 

III.  a  detailed  comparison  of  different  forms  of  resident-controlled 
ownership,  covering  basic  characteristics  and  ownership  issues;  and 

IV.  a  summary  of  the  strengths  and  weaknesses  of  the  different  forms 
with  suggestions  for  how  co  deal  with  the  weaknesses. 

Following  these  are  a  glossary  of  terms  and  appendices  which:     1)  explain  govern- 
ment regulations  affecting  these  property  sales  and,  2)  list  some  local  examples 
of  resident-controlled  ownership. 

SUBSIDIZED  HOUSING  IN  BOSTON 

The  Boston  Demonstration  is  one  of  many  efforts  by  residents  of  HUD-assisted 
housing  in  Boston  to  improve  their  living  situations  and  to  gain  more  control  over 
their  developments.     Over  the  past  15  years,  approximately  14,000  units  of  low 
and  moderate  income  housing  have  been  built  by  private  developers  in  Boston,  with 
HUD-insured  mortgages  and  subsidies.     Residents  of  Chese  developments  have  been 
faced  with  a  variety  of  problems,   including  poor  maintenance,  rents  beyond  their 
ability  co  pay,  and  unresponsive  and/or  inexperienced  management. 
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Residencs  at  many  developments  have  organized  to  improve  conditions,  oppose 
inequitable  rent  increases,  and  gain  nore  say  in  management  policy.     In  one 
case,  residents  refused  to  assume  ownership  as  a  cooperative  (as  originally 
planned)  because  of  serious  construction  defects.    At  some  developments,  the 
problems  have  proved  to  be  overwhelming,  leading  to  serious  physical  deterior- 
ation, financial  failure,  and  eventually,  HUD  foreclosure  (takeover) . 

In  the  past,  HUD  foreclosure  policies  (in  Boston  and  elsewhere)  created  even 
more  problems  for  residents.    HUD's  approach  was  to  spend  as  little  money  on 
management  as  possible  and.  to  sell  the  properties  quickly  to  the  highest 
bidder.    This  meant  potential  displacement  of  tenants  from  their  homes,  and 
the  loss  of  scarce  housing  resources  for  low  and  moderate  income  families. 
According  to  a  report  issued  by  the  Boston  Area  Office  (BAO)  of  HUD,  in 
February  1975    7000  Boston  families  were  threatened  with  substantial  rent 
increases  or  displacement  in  developments  in  or  near  foreclosure. 

Many  tenant  groups  and  other  organizations  strongly  opposed  these  management 
and  disposition  (sales)  policies.    At  one  Boston  development,  residents  success- 
fully organized  to  prevent  foreclosure  and  resale  to  an  outside  developer. 
These  and  other  efforts  resulted  in  the  passage  in  1973  of  new  legislation 
which  requires  HUD,  for  the  first  time,  to  preserve  the  developments  as  low  and 
moderate  income  housing.     HUD  is  also  required  to  maintain  decent,  safe,  and 
sanitary  conditions,  to  minimize  displacement,  and  to  encourage  tenant  partici- 
pation in  properties  that  it  owns  (see  Appendix  A  for  details). 

THE  BOSTON  DDtONSTRATION 

The  Boston  Demonstration  was  established  by  HUD's  Boston  Area  Office  (BAO)  and 
the  HUD  Central  Office,  in  response  to  pressure  from  tenant  groups  at  several 
HUD-owned  developments  and  other  housing  advocacy  organizations.     It  was  set 
up  as  a  test  of  how  the  new  legislation  and  policies  for  HUD  management  and 
disposition  might  be  implemented. 

Under  the  Demonstration,  HUD  officials  have  agreed  to  secure  good  quality  ' 
management,  make  repairs  needed  prior  to  sale,  and  ensure  that  low  and 
moderate  income  families  can  continue  to  live  in  the  developments  after  sale. 
Residents  must  be  included  in  all  phases  of  the  Demonstration  to  the  greatest 
possible  extent.     HUD  has  also  agreed  to  sell  the  properties  co  qualified  resident- 
controlled  organizations  if  they  wish  to  become  owners  (see  Append i;«  A)  . 
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III.       OPTIONS  FOR  RESIDENT-COMTROLLED  OWTERSHIP 


I'That  is  meant  by  resident -controlled  ownership?    How  can  poor  people 
afford  to  buy  their  homes?    And  what  happens  if  the  boiler  (or  something 
else)  breaks  down?    Do  residents  have  to  pay  more  money  to  get  it  fixed? 

By  advocating  resident-controlled  ownership,  the  Boston  Demonstration 
does  not  intend  to  force  residents  to  buy  their  homes.  Instead, 
residents  are  given  numerous  choices,  each  of  which  implies  a  different 
type  of  control  and  responsibility.    These  options  include  exclusive 
resident  ownership  (of  individual  units  or  of  the  development) ,  shared 
ownership  with  an  outside  group,  and  outside  ownership  with  some  form 
of  organized    resident  participation.    Since  each  form  of  ownership 
has  its  own  basic  rules,  many  of  the  answers  to  questions  residents 
have  about  ownership  will  depend  on  the  particular  form  being  considered. 

FIVE  OWNERSHIP  TYPES 

This  chapter  divides  resident-controlled  ownership  (as  applicable 
to  multifamily  developments  rather  than  to  single-family  houses) 
into  five  generalized  types,  as  follows: 

1)  condominium  —  residents  own  units  individually  and 
common  areas  jointly  through  a  community  association. 

2)  cooperative  —  a  non-profit  cooperative  corporation 
controlled  entirely  by  residents  owns  the  housing; 
each  resident  owns  (buys)  shares  of  stock  in  the 
corporation,  and  leases  a  housing  unit  from  the 
corporation. 

3)  non-profit  corporation  —  a  non-profit  corporation  of 
residents  (and  possibly  some  community  people)  owns 

the  housing;  residents  lease  units  from  the  corporation. 

4)  limited  partnership  —  a  partnership  of  general  partners 
(residents  organization  and  one  or  two  others)  and 
limited  partners  (investors)  o\ms  the  housing; 
residents  lease  units  from  the  partnership. 

5)  contractual  agreement  —  someone  other  than  the  residents 
owns  the  housing;  could  be  a  private  organization  (non- 
profit, limited  partnership,  etc.)  or  public  owner  (e.g. 
housing  authority) ;  residents  have  specific  contracts 
for  control  with  owner. 

The  five  types  are  examined  in  two  sections.     First,  the  forms  are  compared 
with  regard  to  structural  characteristics;  that  is:  who  owns;  what  do  they 
own;  who  makes  decisions;  what  money  is  needed;  where  does  the  money  come 
from;  who's  responsible  for  what;  what  might  happen  in  the  future.     The  second 
section  reviews  critical  issues  (control,  financial  benefits  and  risks, 
future  as  low  income  housing)  that  arise  from  the  specific  characteristics 
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of  each  form.    These  comparisons  were  derived  from  case 
studies  of  Massachusetts  examples  of  the  various  forms 
of  ownership  (see  Appendix  B) . 

Management  of  the  property  is  a  separate  issue  from  ownership. 
In  any  of  the  five  types,  residents  may  choose  to  manage  Che 
property  themselves  or  to  hire  a  private  manager.  Management 
preferences  are  not  addressed  here. 

The  characteristics  of  ownership  forms  as  described  in  this 
chapter  do  not  necessarily  apply  to  every  case  of  every  form. 
People  modify  the  basic  types  to  suit  their  situation.  Some 
people  have  even  combined  different  forms  to  meet  their  specific 
needs.     For  example,  the  leasing  coop  combines  ownership  by 
someone  other  than  the  residents  with  a  resident  cooperative 
which  leases  the  housing  from  the  owner.     Residents  have 
cooperative  control  without  the  financial  responsibilities 
and  benefits  of  traditional  cooperative  ownership.  These 
hybrid  types,  of  which  there  are  only  a  few,  are  not  dealt 
with  in  detail  here.    They  are  mentioned  as  appropriate  in 
the  next  chapter,  which  suggests  ways  co  modify  each  form  of 
ownership  to  meet  specific  community  needs. 
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IV.       MAKING  A  FORM  OF  OWNERSHIP  FIT 


Upon  comparing  the  five  types  of  resident-controlled  ownership, 
it  becomes  evident  that  no  one  type  is  perfect.     Each  has  its 
strengths  and  weaknesses.     It  is  important  to  view  these  strengths 
and  weaknesses  as  the  kind  of  tradeoffs  that  have  to  be  made. 
Residents  should  also  recognize  the  fact  that  each  form  can  be 
modified  to  meet  specific  project  needs. 

This  chapter  svumnarizes  the  strengths  and  weaknesses  of  the 
five  generalized  types  of  ownership  (as  discussed  in  Chapter  III) 
and  provides  some  suggestions  for  modifications  which  can  help 
to  make  a  particular  form  fit  a  specific  situation.  These 
"potential  solutions"  to  the  weaknesses  can  be  incorporated 
into  a  proposal  to  HUD  as  necessary  conditions  for  successful 
resident-controlled  ownership. 

';>rhile  solving  certain  problems,  these  potential  solutions  may 
take  away  some  of  the  advantages  of  the  particular  form  of 
ownership  or  create  other  problems,  and  thus  should  be  viewed 
as  further  tradeoffs.     For  example,  by  giving  up  ownership  of 
a  coop  to  a  syndicated  entity  (one  kind  of  leasing  coop), 
residents  exchange  individual  equity  benefits  and  some  decision- 
making authority  for  project  capital.    IJhich  potential  solutions 
residents  choose  depends,  like  the  form  of  ownership,  on  their 
goals  and  priorities  for  ownership  and  control  of  the  development. 

Choosing  a  form  of  ownership  and  specific  solutions  to  the 
weaknesses  of  that  form  are  important  decisions,  but  these 
decisions  are  just  che  first  step  towards  a  longer  process 
of  disposition  implementation.     During  this  phase  of  the 
Demonstration,  residents  and  managers  should  continue  to 
work  together  to  implement  the  disposition  plans  and  to 
prepare  residents  for  the  ownership  or  control  responsibilities 
they  have  chosen. 
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GLOSSARY 


ASSETS  —    property  of  a  person  or  company,  typically  expressed  in  terms  of 
value  in  dollars,  which  can  be  drawn  upon  to  pay  debts, 

BID       offer  by  an  individual  or  firm  (manager,  contractor,  or  purchaser)  to 
do  work  requested,  or  to  make  a  purchase,  at  a  specific  price. 

CAPITAL  GAIN  —  an  increase  in  value  of  an  asset  (e.g.,  real  estate,  stock 
share) . 

CARRYING  CHARGES  —  monthly  payments  expected  of  all  coop  members  to  cover 
their  share  of  project  costs  (operating  expenses  and  mortgage  payments). 

COMPETITIVE  OFFERING  —  request  issued  (in  this  case,  by  HUD)   for  proposals 
from  as  many  companies  as  possible  in  order  to  select  the  one  with  the 
best  price  and/or  quality  of  work. 

CONTRACT  RENTS  —  maximum  rents  which  can  be  charged  for  units  receiving 

Section  8  subsidies  (contract  units)  during  the  period  of  KUD  assistance 
(contract  term) . 

CONVE;mONAL  FINANCING  —  money  loaned  by  a  private  lending  institution 
(in  this  case  a  mortgage  with  no  government  mortgage  insurance). 

DEBT  SERVICE  —  regular  payments  made  to  pay  off  loan,  including  principal 
and  interest. 

DISPOSITION  —  sale  by  HLT3  of  a  property  which  it  owns. 

EQUITY  —  the  monetary  value  of  what  an  owner  invests  in  a  property;  Cypicall 
equal  to  the  value  of  the  property  minus  any  loans  on  ic . 

FAIR  MAPJKZT  RENT  —  maximum  rent  established  by  HL*D  for  Section  S-assisced 
units  in  a  specific  geographic  area. 

FORECLOSURE  —  legal  process  whereby,  when  property  owner  does  not  pay  off 

debt,  holder  of  the  mortgage  takes  over  che  property,  sells  it,  and  keeps 
the  amount  owed  plus  expenses  of  the  process. 

LIABILITY  —  personal  financial  risk  and  Legal  responsibility  for  debts  or 
damages . 

'lARKET  VALUE  —  price  a  willing  buyer  will  pay  to  a  willing  seller. 
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MINEIUM  DESIGN  STANDARDS  —  standards  set  by  HUD  for  housing  rehabilitated 
with  federal  assistance. 

MORTGAGE  —  written  pledge  which  entitles  a  money  lander  to  take  a  property 
and  sell  it  if  owner  fails  to  pay  back  the  loan  made  by  the  Lender  on 
this  property. 

MORTGAGE  INSURANCE  —  a  guarantee  by  a  third  party  (in  this  case,  HUD)  to 

pay  off  the  lender  in  the  event  that  the  borrower  fails  to  keep  up  payments. 

OPERATING  EXPENSES  —  costs  of  operating  a  property,  not  including  taxes  and 
payments  on  mortgage  loan  (i.e.,  payroll,  utilities,  maintenance, 
insurance,  management) . 

PHA  —  a  public  housing  authority,   such  as  the  Boston  Housing  Authority, 
which  develops  and  manages  public  housing. 

PURCHASE  MONEY  MORTGAGE  —  a  mortgage  given  directly  to  the  buyer  of  property 
by  the  seller  (in  this  case,  HUD) ;  seller  receives  purchase  price  in 
installments. 

RECERTIFICATION  —  process  where  management  gathers  information  (income, 

family  size,  etc.)  from  each  resident  household  co  determine  what  their 
rent  should  be  according  to  the  subsidy  formula. 

REFINANCING  —  process  of  getting  a  new  mortgage  loan  when  old  loan  is  partially 
paid  back;  owner  uses  the  new  loan  to  pay  off  old  loan  and  keeps  the  rest; 
gives  immediate  cash  to  owner  without  losing  ownership. 

RESALE  —  selling  of  property  to  new  ownership  entity;  owner  gets  cash  from  sale. 

SOLE-SOURCE  —  request  issued  (in  this  case,  by  HUD)  for  proposals  from  only  one 
company  because  of  that  company's  unique  qualifications. 

SUBSCRIPTION  PRICE  —  price  paid  by  new  resident  to  purchase  share(s)   in  a 

cooperative;  initially  a  small  amount  (e.g.,  one  month's  carrying  charges) 
which  generally  increases  on  resale  in  accordance  with  coop  regulations. 

S'v'f'EAT  EQUITY  —  process  whereby  buyer  substitutes  physical  labor  for  part  of 

Che  money  required  to  purchase  a  housing  unit  (or  shares  in  a  cooperative) . 

SYNDICATION  —  process  of  selling  shares  in  a  real  estate  development  to  in- 
vestors who  want  tax  shelter  but  aren't  really  interested  in  the  housing; 
done  often  by  a  person  or  company  (called  a  syndicator)  who  specializes 
in  finding  these  investments  for  wealthy  people.     Syndication  proceeds  are 
the  cash  payments  made  by  investors  to  purchase  shares. 
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TAI^  SHELTER  —  an  income  tax  deduction  which  does  not  represent  any  real 
cash  loss,  and  which  allows  taxpayer  to  avoid  paying  taxes  on  income 
equal  to  the -deduction. 


GREATER  BOSTON  COMMUNITY  DEVELOPMENT,  INC, 
Alternative  Ownership  Arrangements 


Edtiorial  Note:    The  following  excerpt  is  from  a  forthcoming  report 
on  Greatar  Boston  Community  Development  work  during  the  past  ten 
years.    This  piece  highlights  three  types  of  community-sponsored 
alternatives  in  housing  ownership:  nonprofit  corporations,  co- 
operatives, and  limited  dividend  partnerships.    A  brief  de- 
scription of  the  legal  and  financial  arrangements  and  examples 
in  the  MAPC  region  are  given  for  each  type.  '/  '^U/^ 

The  most  unusual  of  the  three  for  local  sponsorship  is  the  limiteci"  (9^j^  " 
dividend  partnership.    While  this  has  traditionally  been  used  ^ 
by  private  developers,  GBCD  has  demonstrated  that  in  some  situa-  -jv 
tions  it  may  be  appropriate  for  community  based  sponsors  as  wel  1  .-.^'y!^^ 

% 

Several  different  forms  of  ownership  are  available  to  sponsors  of  assisted 
housing:    nonprofit  corporations,  limited  dividend  partnerships,  and  cooperatives 
are  all  possibilities,    GBCD  helps  its  clients  select  the  most  appropriate  form 
for  each  housing  project  based  upon  an  evaluation  of  the  objectives  of  the  sponsor, 
the  financial  benefits,  the  role  of  residents,  and  the  management  implications  of 
each  alternative.    The  corporation  then  structures  the  legal  and  financial  arrange- 
ments for  the  selected  option,  and  can  train  residents,  staff  and  community  owners 
in  their  responsibilities.    GBCD  has  also  helped  neighborhood-based  groups  to  alter 
their  ownership  status  in  order  to  improve  the  financial  position  of  a  project 
and  expand  the  services  offered  to  its  residents.    Through  these  activities,  it 
has  created-  a  variety  of  successful  resident-  and  community-controlled  ownership 
model s , 

Nonprofit  Ownership.    When  GBCD^s  predecessor,  South  End  Community  Development, 
began  in  1964,  most  community  groups  which  wanted  to  build  assisted  housing  organized 
themselves  as  nonprofit  corporations  because  this  seemed  to  reflect  their  com- 
mitment not  to  have  individuals  make  personal  profits  from  the  provision  of  shelter 
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to  their  neighbors.    Their  nonprofit  status  also  had  a  financial  rationale 
because  it  enabled  housing  sponsors  to  qualify  for  foundation  grants  and  in  some 
instances  to  get  larger  mortgages  than  for-profit  developers.    HUD  and  MHFA 
will  give  a  non-profit  owner  a  mortgage  for  100%  of  total  replacement  costs, 
while  a  for-profit  owner  can  only  get  a  907a  mortgage.*   GBCD  has  helped  a  number 
of  community  organizations  qualify  for  nonprofit  status  by  organizing  them  as 
charitable  corporations  under  Chapter  180  of  the  Massachusetts  General  Laws  and 
assisting  them  in  meeting  the  requirements  for  Federal  income  tax  exemption  in 
accordance  with  Section  501(c)(3)  of  the  Internal  Revenue  Service  Code.    To  cite 
one  example:    South  End  Tenants  Development  Corporation  (TDC)  used  GBCD's  ser- 
vices to  qualify  as  a  nonprofit  developer  in  order  to  rehabilitate  scattered-site 
rowhouses  where  many  of  its  members  lived.    The  buildings  had  previously  de- 
teriorated so  severely  that  the  tenants  had  organized  a  lengthy  rent  strike  and 
formed  a  tenants  union  which  led  to  the  property  being  transferred  to  the  Boston 
Redevelopment  Authority.    The  residents  formed  a  nonprofit  development  corporation 
to  buy  and  renovate  100  units,  and  secured  a  100%  mortgage.  Section  236  subsidies, 
and  rent  supplements  and  leased  housing  assistance  for  a  total  of  60%  of  the 
apartments.    GBCD  then  helped  TDC  organize  its  ov/n  property  management  company, 
which  now  manages  285  TDC-sponsored  apartments,  called  South  End  Tenants  Houses 
I  and  II, 

Other  nonprofit  entities  have  been  organized  in  order  for  community  groups 
to  develop  housing  under  public  programs  that  are  restricted  to  nonprofit  sponsors 


*It  should  be  noted  that  a  for-profit  ov/ner's  90%  mortgage  may,  in  fact,  cover 
most  expenses  incurred  in  developing  housing,  because  this  mortgage  includes 
a  profit  for  the  owner  --  called  the  "Builder's  and  Sponsor's  Profit  and  Risk 
Allowance"  —  that  is  equivalent  to  10%  of  development  expenses  exclusive  of 
land  acquisition.    This  allov;ance  generally  reduces  a  for-profit  owner's  cash 
equity  to  1-2%. 
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such  as  the  HUD  Section  202  program  for  elderly  and  handicapped  housing.  Three 
Boston-based  groups  —  St.  Mary's  Housing  Corporation  in  the  North  End,  Wood- 
bourne  Association,  Inc.  in  Jamaica  Plain,  and  Back  of  the  Hill  Community 
Development  Association       have  recently  developed  Section  202  housing  with 
GBCD's  assistance.    Since  none  of  these  groups  had  previous  housing  experience, 
GBCD's  participation  contributed  to  the  feasibility  of  their  development  proposals. 
GBCD  has  done  the  legal,  organizational  and  financial  v/ork  for  their  projects 
and  will  manage  the  completed  buildings.  ^ 

Limited  Dividend  Partnerships.    VJhile  nonprofit  ownership  has  the  benefits 
described  above,  GBCD  realized  early  in  its  life  that  some  community  sponsors 
could  generate  more  money  for  housing  if  they  were  able  to  take  advantage  of  the 
tax  subsidy  available  to  for-profit  housing  owners  in  addition  to  the  housing 
subsidies  available  to  all  project  sponsors.    The  federal  tax  code  allows  for- 
profit  owners  of  subsidized  housing  to  claim  the  artificial  financial  losses 
created  in  such  projects  through  the  use  of  accelerated  depreciation  to  offset 
other  income  which  the  owners  might  have,  thereby  reducing  the  amount  of  income 
taxes  which  the  owners  must  pay.    Nonprofit  groups  cannot  take  direct  advantage  of 
this  tax  subsidy  because  they  have  no  taxable  income  to  shelter.    But  a  limited 
partnership  arrangement  allows  a  nonprofit  sponsor  to  sell  off,  or  syndicate, 
the  tax  shelter  benefits  to  one  or  more  limited  partners  while  retaining  manage- 
ment control  of  a  project.  Thus,  without  giving  up  control  of  their  housing, 
many  GBCD  clients  have  been  able  to  earn  substantial  amounts  by  selling  tax  shelters. 
Although,  as  limited  dividend  owners,  they  have  been  able  to  obtain  only  90% 
mortgages,  in  all  cases  the  value  of  their  syndication  proceeds  has  been  substan- 
tially greater  than  the  difference  between  a  90%  and  100°^  mortgage. 
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Altogether,  more  than  $7,000,000  in  equity  financing  has  been  earned  for 
GBCD  clients  through  syndication  of  partnership  interests.    This  money  has  been 
used  for  a  variety  of  purposes:  providing  amenities  for  the  housing  such  as 
higher  quality  construction  and  improved  landscaping,  establishing  operating  re- 
serves to  insure  long-term  stability,  creating  social  service  programs  and  com- 
munity facilities  needed  by  local  residents,  and  reimbursing  sponsors  for  front- 
end  costs  which  could  not  be  covered  from  mortgage  proceeds.    In  addition,  it 
should  be  noted  that  financing  agencies  often  prefer  the  limited  dividend  structure 
because  it  establishes  a  source  of  funds  to  meet  the  costs  of  change  orders  and 
other  unanticipated  financial  requirements. 

Inquilinos  Boricuas  en  Accion  (formerly  the  Emergency  Tenants  Council)  was  the 
first  GBCD  client  to  take  advantage  of  tax  shelter  equity  financing  for  its  property. 
The  corporation  provided  an  array  of  services  to  make  this  possible.    It  structured 
the  partnership  entity,  analyzed  the  syndication  value  of  the  housing,  arranged 
for  the  solicitation  of  investors,  represented  IBA  in  the  preparation  of  an  in- 
vestment proposal,  analyzed  the  tax  requirements,  and  negotiated  the  terms  of 
IBA's  financial  returns  from  the  partnership.    This  work  was  carefully  coordinated 
with  IBA's  counsel.  Palmer  and  Dodge.    The  partnership  was  designed  to  ensure 
that  IBA,  as  managing  general  partner,  would  maintain  control  of  the  housing  under 
both  routine  and  adverse  circumstances.    In  the  event  that  the  housing  is  sold  or 
refinanced,  IBA  is  in  a  position  to  protect  the  residents*  interests. 

IBA's  initial  rehabilitation  project  was  praised  in  a  HUD  study  as  a  precedent- 
setting  case  of  a  community  sponsor  commanding  a  controlling  interest  in  a  HUD-funded 
limited  dividend  project.    That  precedent  has  often  been  repeated  in  GBCD's  work. 
IBA  has  syndicated  additional  projects.    A  number  of  other  GBCD  clients  are  also 
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participating  in  limited  dividend  partnerships,  including  the  Gloucester  Development 
Team,  St.  Stephen's  Housing  Corporation,  Tenants  Development  Corporation,  King's 
Lynne  Residents  Council,  Union  Development  Corporation,  and  Roxbury  Tenants  of 
Harvard  Association,  Inc.    For  almost  all  of  these  groups,  6BCD  has  arranged  for 
syndication  to  be  done  in  a  manner  that  maximizes  the  financial  benefits  and 
minimizes  the  complications  of  shared  ownership.    In  the  process,  the  corporation 
has  developed  considerable  expertise  in  the  intricacies  of  the  syndication  process, 
the  relevant  tax,  securities  and  accounting  principles,  and  the  alternative  ways 
of  organizing  limited  partnerships.    A  complex  set  of  legal  and  tax  arrangements 
is  required  for  each  for-profit  limited  partnership  in  order  to  structure  the 
effective  participation  of  community  sponsors. 

Community  groups  have  called  upon  these  skills  not  only  when  they  are  in  the 
process  of  building  housing,  but  also  for  help  in  improving  existing  projects. 
In  1977,  for  example,  Lov/er  Roxbury  Development  Corporation  asked  GBCD  to  convert 
the  ownership  structure  of  three  housing  developments  from  nonprofit  corporations 
to  limited  dividend  partnerships,    LRDC  had  only  a  limited  amount  of  time  in  which 
to  convert  project  ownership.    The  first  two  LRDC  developments  had  already  been 
occupied,  but  the  third  was  under  construction,  and  the  limited  dividend  partner- 
ships had  to  be  established  before  the  third  project  was  occupied  to  avoid  losing 
substantial,  potential  tax  benefits,    GBCD  quickly  compiled  detailed  financial 
information  on  the  three  projects,  identified  a  variety  of  potential  limited 
partner  Investor  sources  and  negotiated  detailed  investment  terms  with  two  of 
them^    After  the  LRDC  Board  of  Directors  selected  the  most  favorable  proposal, 
GBCD  negotiated  the  final  terms  of  the  limited  partnership  agreement  and  submitted 
to  MHFA  (which  had  financed  the  projects)  a  detailed  proposal  for  the  ownership 
conversion  of  all  three  LRDC  developments.    Meanwhile,  LRDC's  counsel,  Hale  and 
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Dorr,  drew  up  the  legal  documents  to  formally  transfer  ownership  from  LRDC  to 
three  separate  partnerships,  one  for  each  project,    MHFA  approved  the  transfer, 
setting  a  precedent  as  the  first  conversion  of  completed  MHFA-f inanced  housing 
from  nonprofit  to  limited  dividend  ownership. 

Cooperative  Ownership.    In  a  housing  cooperative,  all  residents  have  a  voice 
in  decision-making  and  ownership  as  shareholders  in  a  corporation  which  is  the 
formal  owner  of  the  housing.    Typically,  the  residents  select  a  board  of  directors 
who  set  the  policies  for  housing  operations  and  finances,  while  a  managing  agent 
is  hired  to  run  the  cooperative  from  day  to  day.    Residents  sign  an  occupancy 
agreement,  similar  to  a  lease,  which  defines  their  rights  and  obligations  with 
respect  to  their  apartments  and  common  space.    Upon  moving  out,  they  may  be 
obligated  to  sell  their  shares  back  to  the  cooperative  corporation,  rather  than 
selling  their  unit  on  the  open  market. 

GBCD  has  gained  extensive  experience  in  cooperative  housing  through  its 
involvement  with  Lincoln  Woods,  a  125-unit  mixed  income  cooperative  in  Lincoln, 
Massachusetts.    This  project  vms  sponsored  by  The  Lincoln  Foundation,  a  nonprofit 
corporation  concerned  with  the  provision  of  housing  for  people  of  limited  income  in 
Lincoln,  and  the  Rural  Land  Foundation,  a  nonprofit  group  devoted  to  the  preserva- 
tion of  the  town  environment.    When  these  two  groups  asked  GBCD  to  become  develop- 
ment consultant  for  assisted  housing,  they  v/ere  wary  of  the  political  reception 
which  their  proposal  would  receive  in  Lincoln  since  no  government  subsidized  housing 
had  ever  been  built  there.    A  long  planning  process  ensued  in  order  to  win  the 
backing  of  the  town  government  and  local  residents. 

The  Lincoln  Foundation  decided  on  a  cooperative  form  of  ownership  in  order  to 
give  newcomers  an  economic  stake  in  the  town,    liorking  closely  with  the  Lincoln 
Foundation  and  its  counsel,  GBCD  organized  the  cooperative's  ownership  and  financial 
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structure.    It  obtained  necessary  zoning  approvals  from  the  tov/n  and  financing 
from  MHFA  and  arranged  the  offering  of  cooperative  shares  to  the  residents,  v/ho 
purchase  shares  in  proportion  to  the  square  footage  value  of  their  units  in  re- 
lation to  the  value  of  the  whole  development.    Resident  stockholders  meet 
regularly  to  elect  directors  and  set  policy  for  the  operation  of  the  housing. 

The  cooperative  is  designed  to  have  maximum  resident  control,  equality  among 
the  various  income  groups,  and  continuation  of  its  mixed  income  character.  These 
objectives  are  achieved,  in  part,  through  a  complex  set  of  financial  controls  on 
the  resale  of  units  that  will,  in  the  future,  make  it  possible  for  low  and  moderate 
income  families  to  continue  to  afford  to  buy  into  Lincoln  Woods.    When  residents 
move  out,  the  resale  value  of  their  stock  is  generally  restricted  to  the  amount 
which  they  paid  as  a  6om  payment  plus  the  actual  amount  of  mortgage  amortization 
attributable  to  their  unit.    For  example,  a  family  who  in  1976  paid  about  $300 
for  8.5  shares  of  stock  to  secure  a  tv;o-bedroom,  duplex  townhouse  would,  if  it 
moved  out  in  1930,  received  about  $800  for  these  8.5  shares.    This  kind  of  limi- 
tation on  the  resale  price  avoids  prohibitive  equity  requirements  for  incoming 
residents.    In  order  to  make  it  possible  for  new  low  income  residents  to  join 
the  cooperative,  a  $100,000  loan  fund  was  established  to  finance  their  down 
payments.    Funds  can  be  borrowed  at  an  interest  rate  of  four  percent.    The  or- 
ganizational controls  on  Lincoln  Woods  also  insure  that  all  residents  can  benefit 
from  future  appreciation  in  the  property:  any  proceeds  realized  from  the  future 
sale  or  refinancing  of  Lincoln  Woods,  beyond  any  funds  needed  for  its  improvement, 
will  be  distributed  among  past  and  current  cooperative  residents. 


HUD  CONDOMINIUM  AND  COOPERATIVE 
HOUSING  STUDY 

I.  INTRODUCTION  AND  EXECUTIVE  SUMMARY 


Condominiums  unci  cooperatives  have  become  an  increasingly  sis^nificant 
factor  in  the  U.S.  housing  market.  There  are  approximately  1.69  million 
condominium  and  cooperative  units  today,  compared  with  only  about 
440,000  such  units  five  years  ago.  Most  of  the  increase  has  been  in  con- 
dominium, rather  than  cooperative,  units.  Growth  in  this  alternative  to 
the  traditional  single-family  home  has  been  explosive. 

Tliis  rapid  growth  has  not  been  without  problems.  By  late  1973,  the  re- 
sults of  the  1970  to  mid- 1 973  boom  in  condominium  construction  and 
conversion  begun  to  command  the  attention  of  Federal  policy  makers, 
lixcept  for  a  limited  number  of  condominiums  for  which  mortgage  insur- 
ance was  issued  by  the  MUD  Federal  Mousing  Administration  (FHA) 
pursuant  to  Section  234  of  the  National  Housing  Act,  Federal  involve- 
ment in  the  condominium  industry  was  minimal. 

The  year  1974  was  a  period  of  increasing  attention  by  public  and  private 
agencies  and  citizens  to  this  new  multi-family  housing  form  -  and  in 
particular  to  the  problems  of  long-term  recreation  leases,  sales  misrepre- 
sentation, shoddy  construction,  and  tenant  displacement  in  apartment 
buildings  converted  to  condominiums  and  cooperatives. 

Some  states  have  passed  protective  statutes.  Such  states  as  New  York. 
Virginia.  Hawaii,  California,  and  Florida  enacted  comprehensive  legisla- 
tion. A  few  cities,  including  San  Francisco  and  Palo  Alto,  California, 
and  Washington,  D.C.,  passed  ordinances  to  deal  with  such  problems  as 
conversion  of  rental  property. 

On  June  29,  1974,  the  House  of  Representatives  enacted  legislation 
which  included  amendments  to  HR  1  S361,  the  Housing  and  Community 
Development  Act  which  had  been  reported  out  by  the  House  Committee 
on  Banking  and  Currency.  An  amendment  was  introduced  directing  the 
Secretary  of  Housing  and  Urban  Development  to  conduct  a  study  of 
condominium  and  cooperative  housing. 

Tliat  amendment  was  agreed  to  by  Senate  conferees  and  became  Section 
821  of  the  Housing  and  Community  Development  Act  of  1974,  which 
was  signed  into  law  (PL  93-383)  by  the  President  on  August  22,  1974.' 
Tlie  full  text  of  Section  821  is  as  follows: 

1 .  Legislative  History : 

HOUSE  REPORTS:  No.  93-11 14  accompanying  HR  15361  (Committee  on 

Banking  and  Currency)  and  No.  93-1279  {Conference  Committee) 
SENATE  REPORT  No.  93-693  (Comminee  on  Banking,  Housing,  and  Urban 

Affairs) 

CONGRESSIONAL  RECORD,  Vol.  120(1974): 
March  8,  1 1 ,  considered  and  passed  Senate 

June  20,  considered  and  passed  House,  amended,  in  lieu  of  HR  15361 
August  1 3,  Senate  agreed  to  conference  report 
August  14,  House  agreed  to  conference  report 
WEEKLY  COMPILATION  OF  PRESIDENTIAL  DOCUMENTS,  Vol.  10,  No.  34: 
August  22,  Presidential  statement 


A.  Introduction 
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CONDOMINIUM  AND  COOPERA  Tl  VE  STUD  Y 


"Sec.  821.  The  Secretary  of  Housing  and  Urban  Development 
is  authorized  and  directed  to  conduct  a  full  and  complete  inves- 
tigation and  study,  and  report  to  Congress  not  later  than  one 
year  after  the  date  of  enactment  of  this  Act,  with  respect  to 
condominiums  and  cooperatives,  and  the  problems,  difficulties, 
and  abuses  or  potential  abuses  applicable  lo  condominium  and 
cooperative  housing.  " 

B.  The  Condominium 
and  Cooperative 

Housing  Study  In  response  to  this  Congressional  mandate,  MUD  has  taken  several  major 

steps  to  study  and  assess  the  impact  of  condominiums  and  the  extent  of 
problems  associated  with  them.  This  overall  effort  has  included: 

•  The  establishment  of  a  HUD  internal  task  force  to  develop  departmen- 
tal policy  on  the  problems  and  abuses  of  condominium  and  cooperative 
housing.  This  task  force  included  representation  from  the  HUD 
offices  of  General  Counsel,  Housing  Production  and  Mortgage  Credit, 
and  Interstate  Land  Sales,  and  it  was  led  by  the  Office  of  Policy 
Development  and  Research. 

•  Hearings  on  the  problems  and  abuses  of  condominiums/cooperatives, 
which  were  held  in  Washington,  D.C.,  and  Fort  Lauderdale,  Florida. 

•  Development  of  a  model  state  statute  which  could  correct  or  preclude 
some  of  the  most  flagrant  problems,  as  a  technical  drafting  service  to 
state  legislatures. 

•  Evaluation  of  the  HUD  234  condominium  program  and  the  HUD  213 
cooperative  program  with  particular  emphasis  on  consumer  protection. 

In  January  1975,  HUD,  as  one  part  of  this  broad  study  effort,  contracted 
with  Arthur  D.  Little,  Inc.,  to  undertake  a  study  of  the  impact  of  condo- 
minium and  cooperative  housing  on  the  U.S.  market  and  the  extent  and 
nature  of  problems  and  abuses  related  to  such  housing. 

The  study  was  commissioned  by  HUD  to  compile  the  necessary  data  on 
these  housing  forms  as  background  for  policy  making.  It  was  widely  rec- 
ognized that  there  was  little  useful  information  of  national  scope  on  how 
many  condominium  and  cooperative  units  actually  existed  in  the  United 
States,  their  location,  their  effect  on  local  housing  markets,  the  charac- 
teristics of  developers  and  purchasers,  and  the  severity,  extent,  and  loca- 
tion of  problems  and  abu.ses. 

The  data  gathering  effort  included: 

•  A  survey  and  analysis  of  statistical  data  relating  to  condominiums 
and  cooperatives; 
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•  1-lxaininutiun  of  selected  housing  markets  in  order  to  determine  the 
impact  of  tlie  condominium  boom; 

•  Analysis  of  condominium  conversions,  including  examination  of  the 
economic  reasons  for  conversions; 

•  An  investigation  and  analysis  of  consumer  problems  and  abuses  or 
potential  abuses  in  condominium  and  cooperative  housing;  and 

•  A  survey  and  analysis  of  present  and  proposed  state  and  local  legisla- 
tion governing  condominium  and  cooperative  housing,  with  particular 
attention  to  present  state  consumer  protection  provisions. 

In  carrying  out  this  assignment,  Arthur  I).  Little  and  its  subcontractors, 
K'l-  Incorporated  and  Arnold  &  Porter,  both  based  in  Washington,  !).('., 
and  SherelT,  Friedman,  MolTman  &  (loodman.  New  York,  undertook  an 
intensive  26-week  research  effort  resulting  in  the  submission  of  19  sepa- 
rate reports,  which  are  presented  here  in  revised  form  in  three  volumes. 
Arthur  D.  Little  and  its  subcontractors  developed: 

•  A  national  data  profile  -  a  survey  of  the  condominium  and  cooper- 
ative market  in  the  United  States;. 

•  A  summary  of  the  HUD  hearings  in  Washington,  D.C.; 

•  Six  market  area  studies  assessing  the  impact  of  condominiums  in  the 
metropolitan  areas  of  Boston,  Massachusetts;  Columbus,  Ohio;  Fort 
Lauderdale,  Florida;  San  Jose  California;  Washington,  O.C.;  and  the 
Lake  Tahoe  region,  California/Nevada; 

•  A  legal  review,  including  an  evaluation  of  relevant  state  and  local 
ordinances  in  selected  areas  and  current  litigation  as  applicable  to 
individual  provisions  of  state  statutes; 

•  Surveys,  one  by  mail  to  unit  owners  associations  throughout  the 
country  and  another  by  telephone  to  condominium  unit  owners  in 
the  six  market  areas  studied. 

•  Case  studies  of  three  condominium  conversion  projects  in  different 
regions  of  the  United  States; 

•  An  evaluation  of  the  New  York  City  market,  with  emphasis  on  coop- 
erative conversions; 

•  An  in-depth  evaluation  of  problems  and  abuses  experienced  by  con- 
dominium owners;  and 

•  A  national  market  analysis,  detailing  the  factors  underlying  condo- 
minium and  cooperative  development  and  including  the  impact  of 
such  development  on  the  total  housing  market. 
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During  this  research  process,  HUD,  through  its  task  force,  reviewed  and 
commented  on  interim  drafts  submitted  by  the  contractor  as  they  were 
completed  over  the  last  14  weeks  of  the  study.  This  review  was  intended 
to  assure  the  development  of  neutral  and  objective  information  during  the 
final  report  writing  period. 

There  has  been  some  confusion  nationally  over  the  actual  defmition  of 
the  term  "condominium"  and  its  corollary  defmitions.  Condominium  is 
a  Latin  word  which  combines  the  elements  dominium,  or  "control"  (over 
a  piece  of  property),  and  con,  or  "with"  (other  individuals).  Condomin- 
iums are  often  confused  with  other  forms  of  housing  in  which  there  is 
joint  control  over  any  element  of  property.  Under  this  broad  definition, 
duplexes,  triplexes,  fourplexes,  and  townliouses  -  in  which  common  walls 
("party  walls")  are  owned  jomtly  by  adjoining  unit  owners    and  all  units 
within  planned  unit  developments  (PUI)s)  which  jointly  own  land  and/or 
common  facilities  within  the  development,  might  be  considered  condo- 
miniums. The  study  has  chosen,  however,  to  take  a  strict  approach  to 
the  problem  of  definitions.  It  has  considered  condominiums  to  be  only 
those  units  for  which  individual  ownership  is  limited  to  a  finite  space 
within  a  structure.  Units  which  incorporate  individual  ownership  of  the 
land  underlying  them  have  not  in  general  been  included  as  condominiums. 

The  following  definitions  have  been  utilized  throughout  the  study.  Figure  l-I 
will  assist  the  reader  in  visualizing  the  limitations  of  these  definitions. 

•  Condominium  ownership  --  a  single  deed,  fee  simple  ownership  of  an 
individual  unit  and  an  individual  interest  in  a  fee  representmg  the 
common  elements  (i.e.,  purchasers  are  owners  of  individual  condomin- 
ium units  and  partial  owners  of  the  common  elements). 

•  Condominium  unit  -  the  individual  spaces  within  a  condominium 
project  owned  as  individual  estates. 

•  Condominium,  high-rise  —  a  condominium  project  in  whicii  tite  struc- 
ture is  more  than  three  stories  high. 

•  Condominium,  low-rise  or  garden  -  a  condominium  project  in  which 
the  structure  is  three  or  less  stories,  and  in  which  individual  units  arc 
attached  vertically. 

•  Condominium,  townhouse    a  condominium  project  in  which  units 
are  attached,  side  by  side. 

•  Townhouse,  not  condominium  -  a  project  in  whici)  units  are  attached, 
and  in  which  ownership  of  common  walls  is  covered  by  a  "party  wall 
agreement,"  and  in  which  ownership  in  the  underlying  land  for  each 
unit  is  owned  as  an  individual  estate  by  the  individual  unit  owners. 

•  Planned  unit  development     a  single  dceil  ownership  in  lee  simple  of 
individual  home  and  real  property  extending  to  boimdary  of  property. 
Tee  simple  owners  may  be  members  ol  an  incorporated  homeowners 
(unit  owners)  as.sociation. 


FIGURE  M       CONDOMINIUM  FORMS 


D.  Principal  Findings 
and  Conclusions 


1.  National  Data  Profile  The  condominium  form  of  property  ownership  has  grown  dramatically 

in  the  past  five  years. 

•  Approximately  four  million  Americans  now  live  in  condominium 
and  cooperative  housing. 

•  Approximately  85%  of  condominium  unit  owners  have  bought  their 
home  in  the  last  Ave  years. 

•  In  1973  and  1974,  condominiums  accounted  for  25%  of  the  new  for- 
sale  housing  starts  in  the  United  States. 

•  As  of  April  1,  1975,  there  were  an  estimated  1.69  million  condomin- 
ium and  cooperative  housing  units  in  the  nation.  Of  these,  more  than 
74%,  or  1.25  million,  were  condominiums,  nearly  a  1  5-fold  increase 
since  1970. 

•  Although  striking  in  its  growth  pattern,  condominium  and  coopera- 
tive housing  still  accounts  for  only  2.4%  of  all  occupied  housing. 

•  Approximately  100,000  rental  units  were  converted  to  condominiums 
during  the  five-year  period  ending  in  March  1975. 

Conversely,  the  relative  popularity  of  cooperative  ownership  fias  declined 
significantly  since  1970. 

•  Of  the  estimated  439,000  cooperative  units  in  the  current  housing 
inventory,  85%  were  built  before  1970. 

•  An  estimated  70,000  cooperative  units  were  built  in  the  1970-74 
period,  virtually  all  of  them  \n  major  urban  areas,  particulariy  in  the 
New  York  City  metropolit^in  area. 

The  condominium  boom  is  still  basically  a  regional  phenomenon, 

m    Of  the  total  condominium  and  cooperative  housing  inventory  in  the 
country,  nearly  50%  -  or  775,000  units  -  arc  located  in  Florida, 
California,  and  New  York. 

•  The  top  1 0  states  account  for  1070  of  the  total  inventory.  In  terms 
of  recent  (1972-74)  activity,  essentially  the  same  10  states  have  been 
the  most  active  since  1972.  These  top  10  states  have  accounted  for 
approximately  two-thirds  of  all  new  construction  in  the  past  three 
years. 
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In  some  metmpoUtan  areas,  a  major  infusion  of  condominium  develop- 
ment has  significantly  impacted  the  local  housing  market.  Condominium 
growth  has  been  so  dramatic  in  some  of  these  rapidly  expanding  metropol- 
itan housing  markets  that  condominiums  have  become  a  significant,  if  not 
dominant,  share  of  housing  starts  and  available  for-sale  housing  in  these 
areas. 

•  In  1973  and  1974,  condominiums  constituted  approximately  half  of 
the  total  new  for-sale  housing  starts  in  San  Jose,  California.  The  num- 
ber of  public  reports  filed  with  the  State  of  California  registering  new 
housing  for  sale  showed  an  increase  in  condominium  registration  be- 
tween 1970  and  1974  from  5.5%  of  all  reports  to  34.8%. 

•  Although  condominiums  and  cooperatives  represent  less  than  1%  of 
all  housing  in  the  Boston  area,  in  1973  and  1974  condominium  con- 
struction and  convenion  represented  approximately  one-third  of  all 
new  for-sale  housing  in  the  SMSA. 

•  Washington,  D.C.,  has  experienced  a  steady  increase  in  condominium 
activity  over  the  past  five  years;  condominiums  as  a  percentage  of  all 
construction  permits  authorized  increased  from  7.4%  in  1970  to 
44.5%  in  1974. 

In  some  markets  this  growth  has  contributed  to  overbuilding. 

•  Since  1970,  Fort  Lauderdale  has  experienced  more  than  a  1,000% 
increase  in  condominium  activity,  to  a  present  total  of  1 23,000  units. 
Due  to  this  tremendous  overbuilding,  the  Fort  Lauderdale  area 
(Broward  County)  has  enough  vacant  units  to  supply  the  market  for 
close  to  three  years,  given  the  current  sales  rate. 

•  In  the  Lake  Tahoe  Basin,  condominiums  account  for  approximately 
60%  of  the  new  for-sale  housing  starts  for  the  past  five  years.  At  the 
1974  sales  rate,  a  7.5-year  inventory  is  available;  and  at  a  "recovery 
level"  of  450-500  units  a  year,  it  is  still  a  three-year  inventory. 

2.  Factors  Influencing 
the  Condominium/ 
Cooperative  Housing 

Market  Condominiums  have  compared  favorably  with  single-family  homes  of 

equal  value  in  the  following  areas: 

•  Greater  convenience  (facilities,  shopping,  etc.). 

•  Reduced  maintenance  by  the  owner. 

•  Greater  amenities  (shared  facilities). 


Conctominiurm  in  comparison  with  single-family  homes  of  equal  value 
have  compared  unfavorably  in  the  following  areas: 

9    Less  square  footage. 

•»  Greater  density  with  resulting  constraints  on  individual  behavior. 
9    Responsibilities  of  joint  ownership. 

The  rapid  growth  of  condominiums  can  be  traced  to  a  combination  of 
attributes: 

9   Condominiums  offer  renters  a  product  which  combines  some  of  the  ' 
best  characteristics  of  a  rental  project  with  some  of  the  preferred 
ownenhip  qualities  of  traditional  single-family  housing  (e.g.,  tax 
incentives). 

•  Condominiums  can  provide  traditional  single-family  homeowners 
the  convenience  and  ease-of-maintenance  characteristics  of  a  rental 
product  without  forgoing  tax  benefits  or  the  chance  for  equity 
appreciation. 

•  The  rate  of  new  household  formations  has  increased  in  recent  years 
while  the  average  household  size  has  declined.  As  a  result,  the  demand 
for  housing  has  increased  while  preference  for  space  has  declined, 
thus  increasing' the  attractiveness  of  condominiums. 

•  Due  to  many  facton,  including  rapidly  rising  land  values,  the  cost  of 
housing  has  increased  at  a  higher  rate  than  the  cost  of  other  products. 
This  trend  increased  the  demand  for  ownership  as  compared  to  rent- 
ing by  increasing  the  expectations  for  property  appreciation. 

•  Condominium  units  can  be  sold  for  a  lower  purchase  price  than 
single-family  homes. 

•  Sharply  increased  property  taxes  in  most  metropolitan  areas  have 
reinforced  the  effect  of  rising  land  values,  and  have  increased  the 
relative  cost  of  laiger  homes. 

•  The  increased  total  household  income  of  many  young  couples  (par- 
ticulariy  professionals)  has  increased  their  preference  for  ownership. 
This  increased  household  income  is  partially  due  to  a  higher  female 
participation  in  the  labor  force,  which  also  increases  the  household's 
preference  for  accessibility  to  both  places  of  work. 

The  study  shows  that  outside  of  retirement  and  recreation  areas,  condo- 
miniums appeal  prirruuily  to  two  groups  -  the  "young  married,  "  childless 
couples  of  25-34,  and  "empty  nesters,  "  couples  of  45-64  whose  children 
are  no  longer  living  at  home. 


3.  The  Purchasers  of 
Condominiums 
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•  Census  data  and  demographic  trends  indicate  that  these  groups,  and 
small  households  in  general,  will  have  a  growing  numerical  significance 
during  the  next  decade. 

•  Survey  data  indicate  that  approximately  one-third  of  all  units  were 
purchased  by  households  of  three  or  more  persons.  Also,  21.5%  of 
all  owners  arc  in  the  3S-44  age  bracket.  While  these  percentages  are 
lower  than  those  which  these  groups  occupy  in  the  total  population, 
they  still  represent  a  significant  proportion  of  the  universe  of  condo- 
minium buyers. 

•  The  research  indicates  that  while  certain  demographic  groups  are 
more  likely  to  purchase  condominiums,  all  demographic  groups  are 
represented  among  the  buyers. 

Overall,  it  can  be  concluded  that  while  many  piirchasen  find  benefits  in 
condominiums,  the  followinff  groups  have  been  the  major  consumers: 

•  Retirement-age  people  with  moderate  or  over-average  wealth  who 
would  like  to  live  in  a  warm  climute. 

•  Persons  under  65  who  wish  to  move  to  a  smaller,  more  convenient 
residence  {frequently  because  their  children  have  left  home).  Their 
preference  for  condominiums  will  be  greater  where  a  capital  gain  was 
realized  on  a  previous  home. 

•  New  or  young  households  with  above-average  income  who  do  not 
expect  to  have  children  for  at  least  several  years.  This  group  favors 
condominiums  because  they  combine  convenience  with  equity  and 
tax  benefits.  In  addition,  core  area  condominiums  might  be  preferred 
by  this  group  due  to  their  accessibility  to  place  of  work  and  to  other 
urban  activities  preferred  by  young  couples. 

•  Middle-aged  households  with  abovoaveruge  income  and/or  wealth 
without  children  who  would  like  (a)  to  move  out  of  rental  units  in 
order  to  build  up  equity  (or  who  hope  for  property  value  apprecia- 
tion) while  retaining  the  conveniences  of  rental  units,  or  (b)  to  move 
out  of  single-family  housing  in  order  to  enjoy  the  conveniences  of 
condominiums  and/or  their  accessibility  features. 

•  High-income  and/or  high-accumulated-wealth  households  with  or 
without  children  seeking  a  second  home  in  a  resort  area. 

Economic,  social,  legal,  and  environmental  factors  which  have  stimulated 
new  condominium  development  have  also  encouraged  the  trend  toward 
conversion  of  existing  ajxirtments  to  condominiums. 

In  the  case  of  conversions,  several  unique  factors  are  significant: 


•  Apartment  owners  in  some  cases  cannot  raise  rents  quickly  enough 
to  keep  up  witli  rising  costs.  In  some  areas,  rent  controls  have 
exacerbated  this  problem. 

•  New  construction  lias  become  so  expensive  that  it  competes  unfavor- 
ably on  a  price  basis  with  conversions. 

•  in  some  areas  there  are  few  prime  locations  available  for  new 
construction. 

•  The  I '^6'^  tax  reform  bill  significantly  reduced  the  tax  advantages  of 
purchasing  used  rental  properties. 

•  The  anticipated  change  in  tax  laws  relating  t^--  artificial  accounting 
losses  may  have  cniianced  (less  explicitly)  the  attractiveness  of  con- 
version for  apartment  owners.  This  reform  would  limit  the  amount 
of  business  losses  which  could  be  claimed  on  any  tax  shelter  invest- 
ment (including  rental  property)  to  the  income  derived  from  other 
investments  in  ti»e  same  field. 

•  In  some  areas,  local  governments  have  established  a  generally  favorable 
climate  for  conversion  because  of  the  potentially  greater  tax  revenues 
to  be  gained  from  the  increased  property  value. 

Renters  most  likely  to  he  adversely  affected  hy  conversions  usually 
belong  to  one  or  more  oj  the  following  groups: 

•  Lower-than-average  income  group,  without  accumulated  wealth. 

•  New  or  young  households  expecting  to  move  when  their  family  is 
larger. 

•  Households  preferring  rental  imiis. 

•  Older  people  with  locationa!  attachments,  but  no  desire  or  need  for 
equity  acciinuilation  and  no  tax-relaled  incentive  to  purchase. 

Most  conversions  have  taken  place  in  areas  of  low  rental  vacancies  which 
mav  make  it  difficult  for  some  tenants  who  do  not  wish  to  convert  to 
find  suitable  housing  at  i.ie  same  price  and  in  the  same  neigh borliood. 

The  decline  of  coop.ratives  as  a  factor  in  new  housing  can  he  linked 
directly  to  the  ascendance  oJ  the  condominium  Jorm  <>/  ownership  along 
with  other  perceived  difficulties  in  cooperative  ownership  as  compared 
with  tile  condominium  form  oj  ownership. 

•  .\n  owner  in  ii  cooperative  is  liubic  for  ;iU  debts  of  the  c(x)pcmtivc 
and  the  unpaid  assessments  ot"  other  owners  up  to  the  value  of  the 
individual  unit.  This  "joint  liability"  has  been  a  disincentive  to  the 
future  iirowth  ot'  ooopcnitive  housinti. 
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•  Financial  institutions  apply  mure  rigorous  credit  standards  regarding 
the  shareholders  in  the  cooperative  before  advancing  cither  construc- 
tion or  permanent  fmancing.  As  a  result  of  tiiese  standards  and  prac- 
tices, the  ef  fective  market  for  cooperative  housing  is  severely  reduced, 
and  consequently,  the  supply  of  these  units  is  increasing  at  only  a 
moderate  rate. 

•  The  study  does  not  anticipate  any  reversal  of  the  trends  of  the  last 
S-IO  years,  when  cooperative  housing  has  experienced  such  a  rapid 
decline  in  importance  relative  to  condominiums. 

6.   Problems  and  Abuses  The  10  most  siKni/icanl  prohlcrns  for  consumers  oj  condominium  and 

cooperative  housing  that  the  study  identified  are  summarized  below: 

•  Problem  I :  I.ony-term  Recreation  Leases 

The  problem  of  long-term  recreation  leases  is  most  serious  thus  far  in 
Florida.   Developers  there  commonly  committed  unit  owners  to  long- 
term  leases  on  recreation  facilities  (e.)/..      years)  at  extremely  high  rates, 
often  tied  to  cost-of-living  indices.  There  is  nothing  legally  wrong  with  a 
recreation  lease.  Problems  have  arisen,  especially  in  Florida,  when  con- 
sumers were  not  fully  aware  of  the  existence  of  recreation  leases  or  their 
implications. 

•  Problem  2:  Low-quality  Construction 

Poor  construction  quality  was  cited  by  survey  respondents  as  their  most 
common  problem.  The  problem  of  quality  is  not  unique  to  condomin- 
iums, nor  to  housing,  and  except  in  flagrant  cases  is  a  Judgment  by  a 
consumer  on  subjective  grounds. 

Nevertheless,  poor  construction  quality  is  perceived  as  a  very  serious 
problem.  To  some  degree,  developers  have  skimped  on  unit  quality  in 
favor  of  high-visibility  common  elenierts  which  have  substantial  sales 
appeal.  But  more  importantly,  consumers  arc  insisting  on  higher-quality 
construction  in  multi-family  owncrsiiip  forms  than  they  would  in  rental 
units  -  particularly  with  respect  to  soundproofing.  Pocr  (luality  con- 
struction in  condominium  projects  is  more  of  a  problem  than  in  other 
forms  of  housing  since  join?  decisions  of  the  several  owners  are  required 
to  remedy  the  deficiency. 

•  Problem  3:  Complexity  of  Documents 

Larlier  hearings  suggest,  and  this  study's  rieldwt)rk  amply  confirms,  tiie 
extreme  complexity  of  condominium  documents.  This  was  cited  as  the 
second  most  serious  problem  by  association  officers,  l-ven  well  prepared 
docmnents  are  complex  ami  Itcyond  the  compreiicnsion  i)f  an  average 
purchaser. 
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•  Problem  4:  Displaced  Tenants  in  Conversions 

Since  1970,  an  estimated  97,000-1 10,000  households  have  moved  out  of 
rental  units  which  have  been  converted  to  condominiums  or  cooperatives. 
F"or  the  majority  of  these  individuals  or  families,  the  forced  move,  while 
unpleasant,  has  probably  caused  no  serious  problems.  The  exceptions 
are  the  elderly  and  lower-income  families.  For  these,  the  impact  can  be 
severe. 

•  Problems:  Association  Operating  Problems 

Associations  of  condominium  and  cooperative  homeowners  presently 
face  significant  operating  problems,  and  these  problems  are  likely  to  be- 
come more  serious.  The  problems  are  exacerbated  in  situations  where 
the  association  has  unworkable  bylaws,  is  unprepared  for  management 
responsibilities,  has  failed  to  establish  adequate  reserves  for  repair  and 
replacement,  has  a  developer  who  is  not  paying  assessments  on  unsold 
units,  has  a  significant  number  of  renters  in  the  project,  or  has  no  leader 
willing  to  invest  substantial  time  and  take  a  firm,  business-like  approach. 

•  Problem  6:  Problems  of  Community  Living 

Some  of  the  most  widespread  problems  in  multi-family  ownership  struc- 
tures are  the  problems  of  communal  living.  Both  traditional  renters,  who 
have  had  the  landlord  as  an  arbiter  of  disagreements,  and  traditional  single- 
family  homeowners,  who  are  often  unprepared  for  high-density  living, 
have  significant  adjustments  to  make  in  a  multi-family  ownership  situation. 
Tlie, problem  can  be  compounded  when  there  has  been  imperfect  dislosure 
of  the  terms  and  conditions  of  the  condominium  project,  when  there  are 
large  numbers  of  unit  renters,  when  persons  of  widely  varying  life-styles 
(e.g.,  the  elderly  and  young  singles)  are  mixed  in  one  project,  or  when  the 
unit  owners  association  is  unable  (because  of  bylaws  or  organization)  or 
unwilling  (because  of  personal  factors)  to  respond  to  owner  complaints. 

•  Problem  7:  Misuse  of  Consumer  Deposits 

Only  a  few  states  require  the  placing  into  escrow  of  consumer  deposits 
for  condominium  and  cooperative  housing.  Because  of  the  under- 
financing  of  many  smaller  developers,  the  recessionary  economic  condi- 
tions, and  other  factors,  many  developers  iiave  gone  bankrupt  since  late 
1973.  In  some' cases,  particularly  in  Florida,  purchasers  liave  lost  their 
deposit  funds,  because  developers  have  commingled  the  funds  with 
other  monies.  The  complexity  of  the  condominium  form  of  ownership 
has  without  doubt  added  to  the  confusion  at  time  of  sale,  and  consumers 
who  might  be  careful  about  the  disposition  of  deposits  on  much  less 
costly  items  may  iiave  assumed  they  were  well  protected  in  a -purchase 
of  this  magnitude. 
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•  Problem  8:  Nonpayment  of  Association  Dues  by  the  Developer 

Although  many  states  require  the  developer  to  pay  association  dues  on 
complete,  but  unsold  units,  a  severe  problem  is  created  for  unit  owners 
if  the  developer,  directly  or  through  various  loopholes,  avoids  his  share 
of  association  assessments.  This  was  not  found  to  be  a  widespread  prob- 
lem, but  it  has  been  serious  in  those  cases  reported. 

•  Problem  9:  Warranties  and  Engineering  Reports 

Purchasers  of  condominium  and  cooperative  units  have  a  much  more  dif- 
ficult time  judging  the  quality  and  adequacy  of  the  structure  than  do 
buyers  of  a  traditional  single-family  home.  Whether  he  is  considering  a 
new  building  or  a  conversion,  a  purchaser  fmds  it  extremely  difficult  to 
evaluate  the  heating  and  air-conditioning  system,  the  electrical  system, 
the  roofing,  or  amenities  such  as  a  swimming  pool. 

Therefore,  many  consumers  believe  that  a  unit  purchaser  should  be  pro- 
vided a  basic  engineering  report  on  the  project,  and  that  warranties  should 
be  provided  on  key  elements.  Some  states  have  enacted  laws  to  this  effect, 
and  study  data  suggest  that  purchasers  are  more  satisfied  with  their  unit 
if  engineering  reports  have  been  provided. 

•  Problem  10:  Underestimating  Operating  Expenses  ('Lowballing') 

A  significant  number  of  respondents  to  the  surveys  reported  that  original 
estimates  underestimated  future  maintenance  costs.  The  extent  to  whicli 
this  was  intentional  is  debatable,  but  those  interviewed  agreed  that  tiie 
problems  of  association  management  are  complex  enough  without  adding 
to  them  the  immediate  need  for  increased  assessments. 

Overall,  unit  owners  appear  basically  satisfied  with  their  unit  and 
project. 

•  When  asked  in  the  study's  surveys  to  indicate  whether  they  were  very 
satisfied,  satisfied,  dissatisfied,  or  very  dissatisfied  with  their  condomin- 
ium unit,  an  overwhelming  number  of  unit  owners  -  95%  -  replied 
that  they  were  satisfied  or  very  satisfied.  This  was  from  a  random 
sample  of  602  unit  owners  in  six  different  areas:  moreover,  80  unit 
owners  were  from  Fort  Lauderdale.  Rorida,  which  has  been  widely 
known  as  a  problem  area. 

Although  it  may  be  difficult  for  an  owner  with  a  subtantial  economic 
and  emotional  investment  in  his  home  to  state  that  he  is  dissatisfied  - 
because  it  reflects  poorly  on  his  own  purchase  decision  -  it  neverthe- 
less appears  that  a  large  percentage  of  owners  are  satisfied  with  their 
condominium  unit  and  project.  Tliis  does  not  mean  that  the  problems 
above  should  not  be  remedied. 


77>e  study  has  reached  the  following  conclusions  in  relation  to  the  legal 
aspects  of  condominium  development: 

•  In  the  absence  of  consumer  protection  legislation  related  to  condo- 
miniums prior  to  the  late  1 960s  and  early  1 970s,  many  of  the 
problems  cited  above  evolved  as  developer  practices. 

•  The  "second  generation"  legislative  enactments  were  designed  to 
insure  adequate  disclosure  of  critical  information  to  prospective 
buyers  and  in  some  cases  to  actively  regulate  the  development  and 
sales  of  condominium  projects. 

•  Not  all  amendments  to  basic  condominium  statutes  have  been 
consumer-oriented.  Many  have  been  enacted  simply  to  cure  legisla- 
twe  oversights  in  the  basic  statute.  Most  common  among  these 
types  of  amendments  have  been  enactments  designed  to  clarify  the 
use  of  condominium  forms  for  commercial  and  industrial  as  well  as 
for  residential  purposes. 

•  The  role  of  most  jurisdictions  with  respect  to  condominium  develop- 
ment generally  is  passive  —  i.e.,  in  the  majority  of  cases  most  jurisdic- 
tions exercise  no  regulatory  functions  and  require  nothing  more  than 
the  filings  necessary  to  create  the  condominium  regime. 

•  Fewer  than  half  of  the  jurisdictions  surveyed  impose  any  significant 
consumer  protection  requirements. 

•  The  variety  of  statutory  approaches  can  result  in  multiple  filing  re- 
quirements and  can  subject  developers  to  confining  and  conflicting 
regulations. 

Some  underlying  factors  will  serve  to  promote  future  condominium  de- 
velopment, and  others  will  serve  to  restrict  growth  over  the  next  20  years 
Factors  which  have  been,  and  will  continue  to  be,  favorable  to  further 
condominium  development  include: 

•  The  scarcity  of  suitable  land  in  major  urban  areas  for  traditional 
sin^e-family  housing. 

•  Continuing  affluence  which  will  enable  more  people  to  purchase 
housing  (including  condominium  housing). 

•  Broader  acceptance  of  the  so-called  condominium  life-style,  especially 
among  the  "empty  nester"  segment  of  the  market,  but  also  including 
virtually  all  segments  of  the  home-buying  public 

•  Increasing  discretionary  income  which  will  stimulate  the  growth  of . 
second  home  condominiums. 
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•  Continuing  regulation  at  the  state  and  local  levels  which  will  limit  real 
and  potential  abuses  and  increase  buyer  confidence. 

Factors  which  will  tend  to  restrict  both  condominium  demand  and  supply 
over  the  next  25  years,  and  thus  serve  to  temper  the  above  favorable  fac- 
tors, will  include: 

•  Greater  caution  exercised  by  lending  institutions  regarding  the  ad- 
vancement of  funds  for  condominium  construction. 

•  Increased  regulation  at  the  state  and  local  levels  which  will  (a)  make 
condominium  conversions  more  difficult  to  effect,  and  (b)  increase 
costs  to  developers  who  wish  to  build  condominium  housing. 

•  Continuing  demand  by  the  majority  of  the  home-buying  public  for 
the  traditional  single-family  home. 

•  Hie  continuing  shift  of  the  population  away  from  developed  urban 
areas  where  condominium  housing  can  be  most  attractive. 

•  The  continuing  development  of  other  forms  of  housing  (e.g.,  planned 
unit  development,  zero  lot  line  development)  which  can  combine  the 
advantages  of  condominium  living,  but  still  offer  buyers  ownership 
of  the  land  under  their  unit. 

Investigations  in  this  study  have  led  to  the  overall  conclusion  that  con- 
dominiums are  an  accepted  form  of  housing  which  will  continue  to 
constitute  a  significant  proportion  of  the  annual  additions  to  the  nation 's 
housing  stock. 

The  steady  increase  in  the  housing  market  share  of  condominiums  during 
the  1970-74  period  leads  some  observe's  of  the  phenomenon  to  conclude 
that  condominiums  will  continue  thir.  trend  and  perhaps  eventually  dom- 
irutte  the  new  construction  housing  market.  While  reliable  projections 
about  future  condominium  growth  are  extremely  difficult  to  make  at 
this  stage,  the  study 's  analysis  indicates  that  such  conclusions  cannot  he 
substantiated  on  the  basis  of  available  information. 

While  it  is  difficult  to  make  accurate  nationwide  forecasts,  it  is  evident 
that  condominiums  have  already  taken  over  a  dominant  share  of  new 
for-sale  housing  in  some  areas  and  are  likely  to  do  so  in  other  rapidly 
expanding  metropolitan  housing  markets  in  the  future. 
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COOPERATIVE  (CO-OPERATIVE) 

"Cooperative"  as  it  is  applied  to  housing  means: 
co-operative  (joint  operation)  of  a  liousing  develop- 
ment by  those  who  live  in  it.  All  of  the  property  of  a 
cooperative  housing  development  is  owned  by  a  corpo- 
ration. The  corporation's  "Articles  of  Incorporation" 
and  "By-Laws"  are  specially  designed  so  the  corpora- 
tion can  be  owned  and  operated  by  its  members 
(stockholders).  A  member  of  a  cooperative  does  not 
directly  own  his  dwelling  unit;  he  owns  a  membership 
certificate  or  stock  in  the  corporation  which  carries 
with  it  the  exclusive  right  to  occupy  a  dwelling  unit 
and  to  participate  in  the  operation  of  the  corporation 
directly  as  an  elected  Board  member  or  indirectly  as  a 
voter.  The  law  gives  a  corporation  virtually  the  same 
rights  and  imposes  the  same  responsibilities  on  it  as  a 
human  being.  The  law  permits  only  the  elected  Board 
to  officially  act  for  the  corporation.  The  purpose  of  a 
board  is  to  eliminate  one-man  decisions  in  corpora- 
tions. The  board  is  kept  small  in  number  (usually  5  or 
7)  so  the  membership  can  elect  its  most  reasonable  and 
talented  people  to  make  decisions. 

A  cooperative  is  a  unique  form  of  homeownership 
in  that  the  cooperative  corporation  holds  title  to  the 
dwelling  units  and  directly  assumes  the  mortgage,  tax 
and  other  obligations  necessary  to  finance  and  operate 
the  development,  thereby,  relieving  the  members  from 
any  direct  liability  for  those  items.  Each  member  signs 
a  three  year  occupancy  agreement  with  the  cooperative 
corporation.  The  agreement  automatically  renews  itself 
at  the  end  of  the  three  year  period  if  the  member  is 
not  in  violation  of  the  rules  adopted  by  the  board  of 
directors  or  given  notice  to  leave.  Members  support  the 
cooperative  mortgagor  corporation  through  their  occu- 
pancy agreements,  which  eliminates  the  necessity  for 
each  member  to  be  an  individual  mortgagor  under  a 
mortgage  contract.  Each  member  pays  his  proportion- 
ate share  of  a  budget  that  contains  an  estimate  by  the 
board  of  directors  of  the  annual  cost  to  operate  the 
corporation.  If  the  budget  is  overestimated  each 
member  is  entitled  to  his  proportionate  share  of  what 
is  called  a  "patronage  refund."  Each  member  is  enti- 
tled to  his  proportionate  share  of  the  real  estate  taxes 
and  mortgage  interest  paid  by  the  corporation  for  use 
on  his  personal  income  tax  statement.  If  all  of  the 
assets  of  the  cooperative  corporation  are  sold  the 
members  in  occupancy  at  that  time  are  entitled  to 
their  proportionate  share  of  the  amount  remaining 
after  all  obligations  have  been  paid.  If  a  member 
decides  to  leave  the  cooperative  his  membership  certifi- 
cate or  stock  can  be  sold  in  accordance  with  a  transfer 
value  and  rules  set  forth  in  the  by-laws. 


Condominium  ownership  is  created  by  a  special  real 
estate  law  that  permits  individual  dwelling  unit  estates 
to  be  established  within  a  total  and  larger  property 
estate.  The  individual  estates  are  technically  established 
by  use  of  vertical  and  horizontal  planes  (surfaces) 
which  are  usually  identified:  vertically,  as  the  walls 
(not  room  partitions)  of  the  unit  and,  horizontally,  as 
the  floors  and  ceilings  of  the  unit.  The  exact  location 
of  the  building  structure  on  the  property  and  the  exact 
location  of  the  unit  within  the  structure  are  descrvbed 
in  the  plat  (location  map)  and  in  the  architectural 
plans.  Each  is  also  described  in  legal  language  in  a 
master  deed  (sometimes  called  a  declaration  or  plan  of 
apartment  ownership).  After  all  of  the  individual  unit 
estates  have  been  described  within  the  total  property 
estate,  all  of  what  remains,  such  as  the  land  and 
structural  parts  of  the  buildings,  becomes  a  common 
estate  to  be  owned  jointly  by  the  owners  of  the 
individual  estates. 

When  the  master  deed  is  recorded  ft  extends  the 
condominium  laws  of  the  state  in  which  the. condomin- 
ium is  located  to  the  property.  It  also  establishes  an 
association  which  provides  for  the  use  and  the  main- 
tenance of  the  common  estate  to  be  governed  by  a 
board  of  directors  or  "board  of  managers"  elected 
from  among  the  owners  of  the  individual  estates.  The 
internal  government  is  controlled  by  the  by-laws  which 
are  recorded  with  the  master  deed.  The  by-laws  can 
usually  be  changed  by  a  vote  of  the  majority  of 
individual  owners  but  changes  in  the  master  deed 
normally  require  consent  of  100%  of  the  owners.  A 
board  governs  the  common  estate  in  much  the  same 
manner  as  a  cooperative  governs  the  property  within 
the  single  estate  it  owns.  The  fundamental  difference  is 
that  a  cooperative  corporation  owns  everything  and  a 
condominium  association  owns  nothing.  Condominium 
owners  own  their  individual  estate  and  an  undivided 
interest  in  the  common  estate. 

Condominium  owners  may  also  own  a  membership 
certificate  in  a  "non-profit/non-equity"  cooperative 
corporation  or  homeowners'  association  that  holds  title 
to  recreation  areas  that  are  shared  by  a  number  of 
separate  condominium  developments.  The  equity  under 
such  circumstances  is  built  up  in  the  individual  condo- 
minium unit  and  not  in  the  recreation  property. 

Initial  sales  and  resales  of  the  dwelling  units  in  a 
condominium  that  was  approved  as  a  project  by  HUD 
prior  to  construction  can  be  sold  for  cash  or  financed 
under  unsubsidized  Section  234(c)  or  subsidized  Sec- 
tion 235(i)  of  the  National  Housing  Act  with  a  VA 
Guaranteed  Loan  or  with  a  Federal  National  Mortgage 
Association  (FNMA)  conventional  loan.  Standard  con- 
ventional loans  are  also  permitted. 


GENERALIZED  TERMS  AND  DEFINITIONS 


COOPERATIVE 

The  articles  of  incorporation  and  by-taws  of  a  coopera- 
tive corporation— Must  be  approved  by  the  corporation 
commission  of  the  state  in  which  it  is  incorporated 
before  it  can  legally  do  business.  The  by-laws  spell  out 
how  the  members  relate  to  the  corporation  and  how 
the  governing  board  of  directors  will  be  elected  or 
removed  by  a  rpajority  vote  of  the  membership. 

Membership  Certificate— A  certificate  (like  stock)  show- 
ing evidence  of  ownership  in  a  cooperative  corporation. 
Rights  under  the  certificate  are  usually  governed  by 
personal  property  laws. 

Occupancy  agreement— A  contract  between  each 
member  and  the  corporation  that  spells  out  the  rights 
and  obligations  of  the  member  to  the  corporation  and 
the  corporation  to  the  member.  It  basically  gives  the 
member  an  exclusive  right  to  occupy  a  unit,  participate 
in  the  government  of  the  corporation,  receive  tax 
benefits  and  equity  increases  in  return  for  financial  and 
personal  support  of  the  corporation.  The  occupancy 
agreement  together  with  the  membership  certificate  is 
the  basis  of  cooperative  ownership. 

Subscription  agreement— A  document  used  to  sell  a 
membership  in  a  cooperative. 

Proportionate  share— A  percentage  developed  by  di- 
viding the  valuation  placed  on  a  dwelling  unit  by  the 
total  valuation  of  the  project  at  the  time  the  coopera- 
tive corporation  takes  title  to  the  property.  The  per- 
centage attaches  to  each  unit  and  determines  the  share 
of  the  annual  budget  to  be  borne  by  the  member  living 
in  the  unit,  his  share  of  the  annual  amount  paid  by  the 
cooperative  for  real  estate  tax  and  mortgage  interest 
for  his  personal  tax  report  and  his  share  of  the 
proceeds,  if  any,  when  the  project  is  sold. 

INFORMATION  SOURCE: 

HUD  Area  Office  or  HUD/FHA  Insuring  Office 


CONDOMINIUM 

Fee  simple  interest  (fee)— Ownership  of  a  unit  with 
unrestricted  right  of  disposal. 

Common  or  undivided  interest— Joint  ownership  with 
other  fee  owners  of  all  land  and  areas  within  the 
structures  that  are  not  described  as  units.  The  interest 
is  defined  by  a  percentage  of  a  total  area  but  not 
actually  cut  into  parts. 

Convey— To  transfer  title  from  one  person  to  another. 

Deed— A  document  used  to  transfer  a  fee  simple  inter- 
est in  the  unit  together  with  an  undivided  interest  in 
the  common  estate. 

Title— Evidence  of  a  right  of  ownership  such  as  a  Deed. 

Plat  and  plans— Drawings  used  by  surveyors  and  archi- 
tects to  show  the  exact  location  of  utilities,  streets,  the 
buildings  and  units  within  the  buildings  in  relationship 
to  the  boundary  lines  of  the  total  property. 

Converting  a  property  to  a  condominium  regime— The 

act  of  recording  the  master  deed,  together  with  plat 
and  plans,  in  a  local  courthouse  to  show  evidence  that 
the  property  has  been  converted  from  traditional  real 
estate  law  to  condominium  law. 

Unit  value  ratio— A  percentage  developed  by  dividing 
the  appraised  value  of  a  unit  by  the  total  value  of  all 
units.  The  percentage  attaches  to  the  dwelling  unit  and 
determines  the  percentage  of  value  of  the  common 
estate  coupled  to  that  unit,  the  percentage  of  votes  the 
owner  of  the  unit  has  in  the  government  of  the 
common  estate  and  the  percentage  of  operating  costs 
of  the  common  area  he  must  bear. 


ADMINISTERING  OFFICE: 

Assistant  Secretary  for  Housing  Production  and 
Mortgage  Credit-FHA  Commissioner 


COMPARISON  OF  SIMILAR  TERMS 


Mortgagor 


Mortgagee 
Monthly  Charge 


ily  Chi 


COOPERATIVES 

The  cooperative  corporation 

The  lending  institution 

Proportionate  share  of  ail  costs 
including  mortgage 

•J 


Real  Estate  Taxes    7/7,       7/., Assessed  on  the  property  of  the 
Ci7-  /  cooperative  corporation 


Voting 


Mortgage  Term 


Gosing  or  Settle- 
ment costs 


Equity 


Escrow  Funds 


Each  member  has  one  vote. 


Cooperative  corporation  usually 
has  40  years— member  is  not  a 
mortgagor. 

Costs  in  addition  to  the  price  of 
the  corporate  property  including 
mortgage  service  charge,  title 
search,  insurance  and  transfer  of 
ownership  charges  paid  when  the 
cooperative  first  purchases  the 
property.  Only  a  small  transfer  fee  is 
charged  to  transfer  future  member- 
ship in  the  cooperative. 

Increase  in  the  value  of  a  membership 
certificate  over  and  above  the  initial 
or  "downpayment"  resulting  from 
members  monthly  contribution  toward 
payment  of  the  corporate  mortgage. 

Subscription  or  downpayments  re- 
quired to  be  held  unused  until  the 
viable  cooperative  is  assured.  Transfer 
of  membership  funds  are  sometimes 
escrowed  until  the  transfer  is  com- 
plete. 


CONDOMINIUM 

Each  individual  owner  that  borrowed 
money  to  purchase  the  unit 

Same 

Percentage  of  common  estate  costs.  Any 
mortgage  payments  on  the  individually 
owned  unit  are  paid  separately  as  are 
those  assessed  on  the  individual  unit. 

Assessed  on  the  individual  unit 


Each  owner  has  the  number  of  votes 
representing  the  percentage  of  value 
of  his  unit  to  the  total  of  all  units. 

Owner  usually  has  30  years— condo- 
minium is  not  a  mortgagor. 


Costs  in  addition  to  the  price  of  a 
unit  and  its  undivided  interest  in 
the  common  estate  including  mortgage 
service  charge,  title  search,  insurance 
and  transfer  of  ownership  charges  paid 
each  time  the  unit  is  resold  or  refinanced. 


Increase  in  value  of  ownership  interest 
in  the  unit  as  the  owner  pays  off  his 
mortgage  and  from  market  value  appre- 
ciation. 


Subscription  or  downpayments  required 
to  be  held  unused  until  the  condomin- 
ium regime  is  recorded  on  the  property 
and  titles  are  conveyed  to  each  buyer. 
Escrows  are  usually  used  in  each  resale 
situation.  The  deed  is  held  in  escrow 
until  all  conditions  of  the  sale  (includ- 
ing any  prepayments)  have  been  met. 
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Alternative  Forms  of  Housing  Ownership 
MAPC  Workshop 
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General 
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Excerpts  from  a  manual  entitled  Planning  for 
,,  the  Future  of  HUD-Ov/ned  Housing:  A  Residents'  Guide 

''^'7;;'.Y  .  /^jDn    Greater  Boston  Community  Development,  Inc. 
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Cooperatives 
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An  article  on  technical  assistance  resources  offered  by 
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HUD  Programs  for  Cooperatives  (Regulations  issued  5/14/30) 
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Condominiums 

Brookline's  Equity  Transfer  Assistance  Program. 

(Financial  assistance  provided  to  low-moderate  income 
households  to  purchase  their  rental  units  as  condo- 
miniums when  the  building  is  undergoing  conversion.) 

Urban  Edge. 

"An  Alternative  to  Individually  Owned  Three- Deckers : 
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Archdiocese  Office  for  Urban  Affairs 

Question  and  Answer  Brochure  for  Prospective 
Buyers  in  a  Cooperative  Development 


What  is  a  cooperative  community? 

A  cooperative  community  is  a  housing  corporation  which  is  ovmed 
and  controlled  by  the  resident/stockholders. 

VJhat  does  the  cooperative  own? 

/The  cooperative  corporation  ov/ns  all  the  land  and  buildings  under 
//.,.         a  single  deed.    It  is  responsible  for  a  single  mortgage  and  a 

single  tax  bill.    Each  resident/stockholder  is  responsible  for  a 
/   -  (.proportionate  share  of  the  mortgage,  taxes,  and  other  expenses. 

What 'does- 'tfie  resident/stockholder  actually  own? 

Each  family  owns  a  number  of  shares  in  the  corporation.  These 
shares  entitle  them  to  occupy  a  townhouse,  vote  in  the  management 
of  the  corporation,  and  receive  the  tax  benefits  of  home  ownership. 
The  family  purchases  these  shares  with  a  small  initial  investment. 

How  is  the  initial  investment  or  downpayment  determined? 

The  downpayment  is  determined  by  the  number  of  shares  associated 
with  the  size  of  the  townhouse  the  family  will  occupy.    For  example, 
a  2-bedroom  townhouse  represents  4  shares;  a  3-bedroom  represents 
5  shares;  and  a  4-bedroom  represents  6  shares  of  stock. 

In  order  to  qualify  for  the  home  ownership  tax  deduction  benefits, 
the  IRS  requires  the  amount  of  stock  be  in  proportion  to  the  size 
of  the  dv;el  1  ing  unit. 

What  are  monthly  carrying  charges  and  how  are  they  determined? 

Monthly  carrying  charges  are  the  residents'  share  of  the  expenses 
of  the  cooperative.    These  charges  are  based  on  the  size  of  the 
townhouse  a  family  occupies.    Through  mortgage  interest  reduction 
subsidies  and  leasing  arrangements  through  the  Lexington  Housing 
Authority,  monthly  payments  can  be  adjusted  according  to  a  family's 
income. 

What  is  included  in  the  monthly  carrying  charge? 

-  Your  share  of  the  mortgage  payment  (Principal  and  interest). 

-  Your  share  of  real  estate  taxes. 

-  Your  share  of  the  cost  of  necessary  fire,  casualty,  and  liability 

i  nsurance. 


-  Your  share  of  repairs,  maintenance,  and  legal  expenses. 

-  Your  share  of  replacement  and  maintenance  reserves. 

-  Your  share  of  supplies  and  employees  wages. 

-  Your  share  of  such  other  operating  expenses  as  the 

corporation  may  decide  to  incur. 

What  happens  if  the  cooperative's  costs  increase? 

If  operating  costs  increase  or  if  residents  require  additional 
services,  the  greater  need  for  funds  must  be  assumed  by  all 
residents  on  a  proportional  basis. 

What  are  the  rights  and  responsibilities  of  a  resident/stockholder? 

Ownership  of  shares  in  the  corporation  entitles  the  shareholder 
to  execute  an  Occupancy  Agreement  which  sets  forth  specific 
rights  and  responsibilities  of  the  resident  and  the  corporation. 
Additional  standards  are  established  by  the  Massachusetts  Housing 
Finance  Agency  to  insure  the  continued  quality  of  the  development 
and  to  protect  the  mortgage  loan  and  eacli  resident's  investment. 

How  is  the  cooperative  financed? 

The  cooperative  is  financed  through  the  MHFA,  which  provides 
construction  and  mortgage  loans  through  the  sale  of  tax  exempt 
notes  and  bonds.    By  combining  the  resulting  lower  interest 
mortgage  with  various  subsidy  resources,  the  Lexington  cooperative 
is  able  to  provide  quality  housing  at  costs  adjusted  according 
to  a  resident's  income. 

How  does  the  cooperative  corporation  work? 

The  day-to-day  affairs  of  the  corporation  are  managed  by  an 
elected  board  of  directors.    All  stockholders,  through  a  voting 
trust,  must  approve  major  decisions,  such  as: 

a.  any  capital  expenditure  in  excess  of  $1,000; 

b.  the  selection  of  a  management  agent  for  the  cooperative;' 

c.  the  annual  budget  of  the  corporation; 

d.  any  changes  in  the  form  of  the  Occupancy  Agreement; 

e.  any  refinancing  of  the  mortgage; 

f.  any  alteration,  amendment,  or  repeal  of  the  Articles 

of  Organization  or  Bylaws  of  the  corporation. 

What  happens  if  a  resident/stockholder  needs  or  decides  to  move? 

The  goal  of  a  cooperative  is  to  build  a  strong,  viable  community 
where  people  will  want  to  stay.    However,  if  you  want  to  move  or 
have  to  move,  you  are  just  as  free  to  do  so  as  you  would  be  if  you 
owned  your  own  home. 


In  order  to  insure  the  economic  mix,  lov/-income  stockholders  must 
sell  to  qualified  low-income  families  and  moderate-income  must 
sell  to  other  moderate-income  persons. 

The  cooperative  corporation  has  first  option  to  buy  your  stock. 
However,  it  will  usually  only  exercise  this  option  in  the  case 
of  low-income  families  to  insure  thaz  they  will  receive  the  true 
value  of  their  stock  when  they  have  to  leave.    In  all  other  cases, 
families  will  be  free  to  sell  their  stock  on  the  open  market. 
However,  to  prevent  unnecessary  speculation  or  an  unfair  windfall 
to  a  short-term  resident,  certain  limits  are  set  on  the  recoverable 
value  of  the  shares  for  the  first  five  years. 

For  moderate-income  families,  the  first  year  the  value  is  limited 
to  the  purchase  price.    For  the  next  four  years,  the  value  of 
the  shares  is  limited  to  the  amount  of  the  downpayment  plus  the 
established  value  of  improvements  made  by  the  stockholder  and  an 
appreciation  which  can  be  no  greater  than  the  cumulative  percentage 
increase  in  the  cost  of  living  index. 

Low- income  families  will  be  able  to  redeem  their  stock  through  a 
Stock  Repurchase  Fund  established  and  maintained  by  the  cooperative. 
This  Fund  will  be  made  up  of  the  original  downpayments  and  will  be 
increased  by  a  small  monthly  surcharge  on  each  unit.  Determination 
of  the  value  of  a  low-income  shareholder's  stock  will  be  in  accordance 
with  a  formula  set  out  in  the  Subscription  Agreement. 

In  all  sales  of  stock,  the  important  thing  to  remember  is  that 
each  person's  investment  is  tied  to  the  continued  quality  and 
sucess  of  the  cooperative. 

What  are  the  advantages  of  a  cooperative? 

Home  ownership  and  the  opportunity  to  build  equity; 

Tax  deduction  on  your  proportionate  share  of  mortgage  interest 

and  property  taxes; 
A  voice  and  a  vote  in  the  affairs  of  the  cooperative. 
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PROPOSAL  TO  DEVELOP  SCITUATE  HOMES 


AS  A  COOPERATIVE 


Background 


An  important  objective  of  the  Archdiocesan  Housing  Program  has 
been  to  provide  a  form  of  home  ownership  for  the  occupants  of  the  housing 
developed  under  the  Program.    The  Planning  Office  for  Urban  Affairs 
developed  Beverly  Homes  (MHFA  #72-100-NC),  and  on  May  4,  1976,  the  MHFA 
Board  of  Directors  approved  the  transfer  of  ownership  of  Beverly  Homes 
to  Northridge  Homes,  Inc.,  a  resident-controlled  cooperative  corporation. 
Northridge  became  the  first  housing  cooperative  financed  by  the  MHFA  and 
the  first  cooperative  in  the  Commonwealth  to  offer  a  tri-level  income 
mix.    Hard  work  and  experience  combined  to  make  Northridge  successful. 
The  Archdiocesan  Planning  Office  and  MHFA's  outside  counsel  collaborated 
on  a  cooperative  plan  and  developed  a  set  of  legal  documents  intended  as 
a  prototype  for  use  in  future  MHFA  cooperatives. 

Our  cooperative  experience  in  Northridge  showed  that  in  a  properly 
designed  development,  providing  the  occupants  with  a  voice  in  management 
and  a  financial  interest  in  the  project  results  in  virtually  no  vacancies, 
reduced  maintenance  expense,  and  a  strong  sense  of  community.  Northridge, 
comprising  98  units  with  25  percent  market,  50  percent  moderate,  and 
25  percent  low,  has  been  occupied  since  October,  1975,  with  title  being 
transferred  to  the  residents  on  November  21,  1976.    Going  into  its  third 
year,  Northridge  is  100  percent  occupied  (with  waiting  lists  at  all  income 
levels)  and  has  not  required  a  rent  increase  and  will  not  need  one  this 
year. 


Based  on  this  successful  model,  the  Planning  Office  proceeded  with 
the  marketing  of  its  second  development.  Village  in  the  Pine  Grove,  in 
Lexington,  as  a  cooperative.    Occupancy  began  June  1,  1977,  and  we  expect 
title  to  be  transferred  to  the  resident-controlled  cooperative  corporation 
in  the  late  fall  of  1977. 

The  Planning  Office  submits  that  home  ownership  is  superior  to  rental 
housing  and  that  cooperativization  is  a  feasible  vehicle  for  providing 
that  ownership.    Because  of  our  successful  experiences  in  Beverly  and 
Lexington,  we  intend  to  develop  Scituate  Homes  as  a  cooperative. 

THE  COOPERATIVE  PLAN 

Under  the  proposed  plan,  a  non-profit  corporation  will  be  formed 
by  the  Archdiocesan  Planning  Officei  to  serve  as  the  initial  mortgagor. 
The  Planning  Office  will  oversee  the  construction,  select  the  initial 
occupants,  and  conduct  orientation  programs  for  the  residents  prior  to 
transfer  of  title.    Each  applicant  to  Scituate  Homes  will  have  a  personal 
interview  at  which  the  advantages  and  responsibilities  of  cooperative 
ownership  will  be  fully  explained.    Brochures  detailing  questions  and 
answers  will  be  distributed  (See  attached),  and  applicants  will  have 
ample  opportunity  to  ask  questions  and  become  acquainted  with  the 
cooperative  process.    The  prototype  documents,  developed  by  the  Planning 
Office  and  Nessen  &  Csaplar  for  Beverly,  will  be  used  in  the  Scituate 
cooperative.    These  documents  include: 

1 .    The  Interim  Lease 
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2.  The  Subscription  Agreement 

3.  The  Occupancy  Agreement 

4.  By-laws  of  the  Corporation 

5.  Voting  Trust  Agreement 

Copies  of  the  documents  will  be  available  to  all  potential  applicants, 
and  as  a  condition  of  initial  occupancy,  selected  applicants  will  be 
required  to  sign  a  Subscription  Agreement  to  purchase  stock  in  the 
cooperative,  in  addition  to  an  Interim  Lease.    Upon  transfer  of  title, 
cooperators  will  execute  an  Occupancy  Agreement  and  Voting  Trust  Agreement. 

Those  selected  will  be  required  to  make  an  initial  investment  at  the 
time  of  execution  of  the  Subscription  Agreement.    This  purchase  price  will 
be  based  on  the  number  of  shares  of  stock  purchased,  which  in  turn  will  be 
based  on  the  size  of  the  dwelling  unit  which  the  family  will  occupy.  Each 
share  of  stock  is  valued  at  $70.    A  1-bedroom  unit  would  represent  three 
shares  or  $210;  a  2-bedroom,  four  shares  or  $280;  a  3-bedroom,  five  shares 
or  $350;  and  a  4-bedroom,  six  shares  or  $420.    Moderate-income  families 
will  be  required  to  make  this  down  payment  upon  taking  occupancy.  Low- 
income  families  will  have  the  option  to  purchase  one  share  for  $70  with 
the  balance  to  be  paid  under  a  payment  plan  worked  out  with  the  resident. 
All  shares  would  have  to  be  paid  in  full  prior  to  conversion  to  the 
cooperati  ve. 

All  down  payments  will  be  placed  in  an  interest  bearing  escrow 
account  known  as  the  Stock  Repurchase  Fund  to  finance  the  redemption  of 


the  accumulated  equity  of  a  low- income  family  leaving  the  cooperative 
at  any  time  during  the  40  year  mortgage.    This  stock  repurchase  mechanism 
is  designed  to  assure  that  the  departing  low-income  family  will  be  able 
to  redeem  its  equity  while  preserving  the  low  down  payment  price  for 
successor  low-income  families  entering  the  cooperative.    Existence  of 
the  fund  does  not  guarantee  that  shares  of  low-income  families  will  have 
a  given  market  value  but  simply  assures  that  if  coop  shares  do  have  a 
market  value  reflecting  mortgage  amortization  and  property  appreciation 
or  equity  growth,  that  value  can  be  realized  in  a  way  which  permits 
continued  occupancy  by  otherwise  qualified  low- income  families.  Low- 
income  families  recover  their  equity  under  the  following  formula.  The 
low-income  transfer  price  will  be  limited  to  the  following  formula  or 
the  prevailing  market  price,  whichever  is  lower: 

I 

1.  During  the  first  year  of  occupancy,  the  amount,  of  the  down 
payment  actually  paid  by  the  stockholder. 

2.  During  the  second  year  and  thereafter,  the  recovery  price 
will  be: 

a.  The  down  payment 

b.  The  depreciated  value  of  approved  improvements 
made  by  the  stockholder 

c.  The  proportionate  share  of  amortization  calculated 
as  if  the  owner  began  occupancy  in  the  first  year  of 
amortization 

d.  Proportionate  share  of  appreciation,  if  any,  limited 
to  five  percent  per  year  on  the  value  of  the  stockholder's 
share. 


Each  member  will  pay  a  surcharge  of  three  dollars  per  month  into  the  fund 
which  will  be  incorporated  into  the  monthly  occupancy  charge.    The  initial 
down  payment  fund  of  $12,320  and  the  three  dollar  surcharge  per  unit  per 
month,  assuming  conservative  assumption  of  investment  profit,  assure  that 
the  fund  will  be  adequate  to  meet  the  demand  at  any  point  during  the  term 
of  the  mortgage. 

In  order  to  insure  the  economic  mix  of  the  development,  low-income 
stockholders  must  sell  their  shares  to  other  low-income  families,  and 
moderate- income  stockholders  must  sell  to  other  moderate-income  families. 
On  all  sales  of  stock,  the  cooperative  corporation  has  first  option  to 
buy  a  departing  member's  stock.    Market  and  moderate-income  families 
will  sell  their  stock  on  the  open  market. 

In  order  to  prevent  unnecessary  speculation  or  an  unfair  "windfall" 
to  a  short-term  resident,  certain  limits  are  set  on  the  recoverable 
value  of  the  shares  to  moderate-income  families  for  the  first  five  years. 
For  moderate- income  families,  the  first  year,  the  value  of  the  shares  is 
limited  to  the  amount  of  the  down  payment.    The  next  four  years,  the 
value  of  the  shares  is  limited  to  the  amount  of  the  down  payment  plus 
the  established  value  of  improvements  made  by  the  stockholder  and  an 
appreciation  which  can  be  no  greater  than  the  cumulative  percentage 
increase  in  the  cost  of  living  index  (as  determined  by  the  Bureau  of 
Labor  Statistics).    After  five  years,  there  are  no  limits  on  the  price 
which  a  stockholder  may  demand  for  his  stock,  the  ultimate  value  being 
established  by  the  marketplace. 


Because  of  the  complexity  of  the  cooperative  experience  and  the 
importance  of  each  cooperator  participating  and  understanding  fully  the 
advantages  and  responsibilities  of  cooperative  home  ownership,  extensive 
orientation  of  the  residents  will  take  place  prior  to  transfer  of  title. 
This  orientation  will  consist  of  resident  meetings,  conducted  by 
management  and  Planning  Office  staff,  covering  legal  issues,  financial 
aspects  of  the  coop.  Board  of  Directors  and  resident  responsibilities, 
and  general  question  and  answer  sessions  focused  on  issues  which  may 
arise  prior  to  conversion.    Based  on  our  experiences  in  Beverly  and 
Lexington,  a  natural  outcome  of  these  meetings  is  resident  interest 
in  establishing  interim  committees  to  deal  with  issues  in  the  coop  and 
to  "try  their  wings"  at  coop  leadership  prior  to  actually  taking  control. 
These  interim  committees  have  worked  with  the  owner  and  management  agent 
in  smoothing  the  transition  period.    A  similar  committee  will  in  all 
likelihood  be  appropriate  in  Scituate. 

Upon  transfer  of  title,  the  day-to-day  affairs  of  the  coop  will  be 
managed  by  an  elected  Board  of  Directors.    This  Board  will  conduct  the 
business  of  the  corporation.    All  stockholders,  through  a  Voting  Trustee, 
must  approve  major  decisions,  such  as: 

a.  Any  capital  expenditure  In  excess  of  $1,000 

b.  The  selection  of  a  management  agent 

c.  The  annual  budget  of  the  corporation 

d.  Any  changes  in  the  Occupancy  Agreement 

e.  Any  re-financing  of  the  mortgage 


f.    Any  alteration,  amendment,  or  repeal  of  the  Articles 
of  Organization  or  By-laws  of  the  corporation. 

Summary  of  Advantages  to  Residents 

1.  Home  ownership 

2.  Tax  deductions.  Each  stockholder  will  be  able  to  deduct 
his  proportionate  share  of  mortgage  interest  and  real  estate 
taxes. 

3.  Opportunity  to  build  equity 

4.  A  voice  and  a  vote  in  the  management  of  the  cooperative. 


FIRST  FENWAY  COOPERATIVE 
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The  Housing  Marriage 
That  Made  TV  Cameras 

For  more  Chan  a  year,  the  Massachusetts 
Urban  Reinvestment  Group  (MUtlAG)  has  been 
publicly  battling  restrictive  mortgage 
policies  of  banks  —  while  quietly  serving 
as  a  marriage  broker  between  those  self 
same  banks  and  groups  in  need  of  housing 
money . 

In  the  normal  way  of  news  and  marriages, 
the  fights  got  public  attention  and  the 
quiet  conferences  were  ignored.     But  even 
in  these  days  a  happy  nuptial  amid  the 
clinking  of  champagne  glasses  warrants  the 
camera's  attention  and,  sure  enough,  the 
TV  minicams  were  present  on  April  3  when 
State  Street  Bank  and  Trust  and  a  Fenway 
tenants'  group  reenacted  the  signing  of  a 
mortgage  agreement. 

The  long  term  tenants  in  the  12-unit 
building  at  149  Massachusetts  Avenue  had 
been  faced  with  the  possibility  of  either 
being  condoed,  or  evicted  to  make  way  for 
a  school.     In  the  meantime,  State  Street 
was  looking  around  for  investments  in  low 
and  moderate  income  housing  in  the  Fenway 
as  the  result  of  a  losing  scrap  with  MURAG 
before  Banking  Commissioner  Gerald  Mulli- 
gan. 


State  Street  had  wanted  to  close  an  un- 
profitable branch  at  the  corner  of  Massa- 
chusetts Avenue  and  Boylston  Street,  des- 
cribing it  as  a  "mausoleum".     MURAG,  which 
had  started  as  a  community  organization, 
Che  Jamaica  Plain  Banking  and  Mortgage 
Association,  to  fight  redlining  in  that 
area  had  turned,  with  state  financing,  in- 
to a  public  interest  group  with  the 
passage  of  the  Community  Reinvestment  Act. 


The  language  of  the  law  was  rather  vague 
in  asserting  lending  institutions  have  a 
"continuing  and  affirmative  obligation  to 
help  meet  the  credit  needs  of  the  local 
community,  especially  in  low  and  moderate 
income  areas."     But  the  law  was  specific 
in  making  it  clear  that  the  bank's  commun- 
ity lending  history  had  to  be  taken  into 
account  when  banks  made  applications  to 
open  or  close  branches,  merge,  relocate  or 
acquire  the  assets  of  other  institutions. 

MURAG  used  that  authority  to  force  a 
denial  of  the  State  Street  branch  closing, 
and  an  affirmative  agreement  from  the  bank 
to  invest  in  the  community.     The  bank 
appointed  an  officer,  Jack  McCaffery,  to 
develop  low  and  moderate  income  proposals, 
and  the  149  Mass.  Avenue  deal  was  at  the 
head  of  the  list. 

The  tenants  had  considered  buying  the 
building  as  a  cooperative  back  last 
summer,  according  to  Sandra  Bran,  now  the 
coop  president.     But  the  idea  faded  away 
until  a  tenant  spotted  the  landlord, 
Lester  Werman,  showing  the  building  to 
representatives  of  the  Berklee  School. 

With  that  for  impetus,  and  help  from 
Hugh  MacCormack,  Chairman  of  MURAG,  and 
James  Carras,  MURAG  Executive  Director, 
the  resources  and  help  of  State  Street 
were  enlisted. 

And  State  Street  came  through  in  a 
really  "creative,  innovative,  even  hand- 
holding  way,"  according  to  Carras.  The 
landlord  was  persuaded  first  to  hold  the 
property  off  the  market  for  a  couple  of 
months  while  the  tenants  got  organized, 
and  then  to  provide  a  S20,000  second 
mortgage  on  top  of  the  $168,000,  25  year 
mortgage  at  13  1/2  percent  from  State. 

Three  of  the  12  tenants  decided  for 
reasons  of  age  or  other  considerations 
not  to  buy.     The  other  tenants  bought 
their  apartments,  but  agreed  to  rent  to 
the  incumbents. 

To  prevent  speculation,   Che  tenants 
who  bought  the  additional  apartments 
agreed  to  sell  back  only  to  the  coop  and 
then  only  at  a  stipulated  percentage  in- 
crease in  value. 

And  the  value  can  be  expressed  in  num- 
bers, not  much  more  than  $16,000  a  unit 
for  apartments  with  as  many  as  six  rooms, 
some  with  marble  fireplaces.     And  the 
building  has  four  large  commercial  spaces 
which  will  be  rented  out,  offsetting 

monthly  mortgage  payments.   

Last  January,  MURAG  made  public  a  report 
which  detailed  Its  successful  effort  to 
get  the  Provident  Institution  for  Savings 
CO  adopt  a  similar  affirmative  action  pro- 
gram.    The  report  concluded  by  saying  the 
Community  Reinvestment  Act  "has  made  in- 
novative and  effective  partnerships  with 
the  private  sector  possible  —  now  we  must 
make  those  partnerships  work." 

The  State  Street  —  149  Mass.  Avenue 
deal  proved  it  could  work,  and  the  TV 
cameras  were  there  to  make  it  official. 


So,  maybe, 
really  was. 


for  once  that  was  the  wav  it 
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Coop  Housing  Services  for  Local  Governments 

NAHC  offers  its  member  organizations  several  services  which 
can  help  interested  communities  tap  some  of  this  potential.  The 
group  runs  an  information  clearinghouse  on  cooperative 
housing,  publishing  a  monthly  newsletter  and  several  different 
publications  keeping  members  up  to  date  on  events  and 
developments  in  Washington  and  across  the  country  of  interest 
to  coop  organizations.  A  series  of  training  workshops  is  offered 
once  or  twice  a  year  in  the  form  of  one  and  two  day  seminars  on 
special  coop  topics.  Among  the  sessions  featured  is  one 
describing  cOop  conversion  strategies  for  tenant  groups,  another 
on  financing  coops  aimed  at  members  of  the  mortgage  industry, 
and  a  third  offering  instruction  for  community  development 
officials  on  developing  low  and  moderate- income  housing. 

 This  Issue  


With  both  expense  and  demand  for  housing  currently  running 
at  all-time  highs,  local  officials  interested  in  providing  their 
communities  with  cost  effective  alternatives  would  do  well  to 
consider  the  possibilities  offered  by  the  nonprofit  cooperative, 
one  of  the  most  overlooked  and  misunderstood  development 
strategies  now  available. 

Organized  as  corporations,  coops  are  apartment  buildings  or 
complexes  owned  by  their  tenants,  who  have  shares  of  stock 
annbuted  to  their  individual  apartment  unit  and  a  proprietary 
lease  covering  its  occupancy.  According  to  1979  Census  Bureau 
estimates,  coops  comprise  less  than  1  percent  of  the  nation's 
total  housing  stock,  with  most  coop  units  being  concentrated  in 
high-population,  high-cost  cities  such  as  New  York.  Chicago. 
Detroit  and  San  Francisco. 

As  other  communities  across  the  country  begin  to  experience 
the  housing  pressures  and  economic  conditions  found  in  these 
cities,  cooperatives  begin  to  appear  a  practical  alternative  to 
expensive  condominiums  on  the  one  hand  and  inadequate  public 
housing  on  the  other.  The  National  Association  of  Housitig 
Cooperatives,  a  membership  organization  headquartered  in 
Washington,  provides  an  array  of  training  and  support  services 
for  such  local  governments,  as  well  as  community  organizations, 
tenant  groups  and  others  interested  in  developing  cooperative 
housing. 

Great  Potential  Seen  for  Public  Hoosing 

Thomas  Stitt,  NAHC's  executive  director,  thinks  the  future 
bodes  well  for  the  cooperative  housing  movement,  both  on  the 
social  scale  and  in  terms  of  local  government.  With  the  growing 
trend  of  smaller  families  and  childless  working  couples,  Stitt 
believes  cooperatives  make  more  sense  than  either  single  family 
homes  or  condominiums  because  of  the  expense  involved. 

Several  federal  aid  programs  include  cooperative  housing 
developments  among  their  eligible  participants  and  for  this 
reason  Stitt  said  "the  potential  is  even  greater  for  public  housing 
programs." 

"Cooping  a  public  housing  project  at  the  end  of  its  bond  term 
or  a  HUD-held  building  provides  an  opportunity  for  a 
development  and  its  tenants  to  become  self-reliant."  he  noted, 
"taking  property  off  the  assistance  roils  and  putting  it  back  on 
the  tax  rolls." 


*  A  Joint  congrcMioaal  panel  Qnds  many  cltiea  axe 
plagued  by  operating  deficits.  Story  on  page  3.  Also  on 
page  3.  Washington  Notebook. 

*  CSA  annooncea  appUcationa  are  now  being  accepted 
in  a  new  mral  development  loan  program.  See  the 
Program  of  the  Week,  page  4. 

*  Dtattesa  criteria  oaed  In  tlie  UDAG  program  are 
criticized  by  GAO.  Page  5.  Also  on  page  5.  a  technology 
group  is  offering  a  planning  grant  for  nonurban  areas. 

*  Carter  youth  employment  biU  gets  moving  in  Congreaa 
bat  not  as  originally  proposed.  House- Senate  conferees 
break  their  deadlock  over  energy  fast-track  plan.  See 
Lawmakers,  page  6. 

*  Final  miea  issoed  for  reallocatkm  of  CDBG  fanda. 
Federal  Register  Report,  pages  7-8. 


The  organization  also  works  with  the  Department  of  Housing 
and  Urban  Development  both  as  a  consultant  and  lobbyist  on 
cooperative  housing  issues.  NAHC  is  currently  working  on  a 
coop  conversion  manual  for  the  agency  while  at  the  same  time 
trying  to  get  it  to  establish  cooperative  housing  specialists  in 
each  of  the  HUD  area  and  regional  offices.  Getting  HUD  to 
implement  a  program  already  on  the  books  .'Sec.  246  of  the  1974 
Housing  Act)  that  allows  for  conversion  of  HUD-held  properties 
into  coops  is  another  of  the  organization's  top  priorities. 

Through  its  activities,  the  group  also  seeks  to  develop  national 
standards  for  both  the  conversion  and  effective  management  of 
cooperative  housing.  Since  the  overwhelming  majority  of  coop 

(Continued  on  page  2) 
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National  Coop  Group  Offers  Aid  for  Oimmmiity  Housing  Programs 


(Condnaed  from  page  1) 

units  were  either  organized  by  owner/tenants  or  developers 
operating  in  different  parts  of  the  country  under  different 
conditions,  this  has  not  been  easy.  Increased  federal 
participation  in  coop  development  recently  has  increased  the 
need  for  such  standards  and  NAHC  is  taking  a  lead  role  in  their 
formulation  through  its  workshops  and  training  sessions. 

One  of  the  greatest  advantages  which  cooperatives  enjoy  over 
other  forms  of  muitifamily  housing  is  relatively  low  expense.  In 
1972.  after  comparing  a  total  of  60  private  and  public  housing 
developments,  the  Urban  Institute  found  both  financing  and 
maintenance  costs  were  lower  for  coops  than  for  comparable 
nonprofit  and  limited  dividend  rental  properties.  HUD  studies 
show  that  its  market  rate  Section  213  coop  housing  program  is- 
tfae  most  financially  stable  and  successful  of  all  its  muitifamily 
programs.  Since  Section  213's  inception  in  1970.  HUD  has  paid 
out  more  than  S45  million  in  dividends  on  the  program's 
mortgage  insurance. 

Coovendonal  Financing  Often  DtCBcnlt 

Despite  such  strong  points,  coop  housing  is  stilt  suspecr, 
particularly  when  it  comes  to  conventional  financing.  NAHC 
officials  admit  that  despite  their  advantages,  one  of  the  major 
reasons  more  coops  are  not  found  outside  i  few  large  cities  is 
that  in  most  communities  the  home  lending  industry  is  not 
sophisticated  enough  to  support  coop  Hnancing. 

Unlike  a  single  family  home  or  a  condominium,  a  coop  is  not 
"fee-simple."  Coop  residents  do  not  really  own  their  apartment 
—  the  coop  corporation  does.  Coop  members  own  stock  in  the 
building;  therefore  if  one  should  default  on  the  monthly 
payments,  the  lender  could  not  foreclose  on  the  apartment,  only 
his  coop  stock.  For  this  lack  of  collateral,  lenders  in  most  parts  of 
the  country  are  reluctant  to  issue  mortgages  on  cooperatives. 

Recognizing  the  relative  advantages  of  cooperative  housing, 
the  federal  government  provides  a  number  of  assistance 
programs  for  coops,  several  of  which  will  support  local 
government  housing  coop  efforts.  Stitt  said.  Primary  of  these  is 
the  Section  213  program  mentioned  above,  under  which  the 
Federal  Housing  Administration  guarantees  coop  mortgages  for 
nonprofit  housing  groups.  Section  312  housing  rehabilitation 
loans  may  be  awarded  to  coop  groups  which  otherwise  qualify  for 
that  program.  Section  8  housing  subsidies  may  be  paid  to 
low-income  housing  coop  members  and  for  the  elderly  or 
handicapped,  special  housing  coops  suited  to  their  needs  may  be 
supported  under  HUD's  Section  202  program. 

As  viable  neighborhood  organizations,  coops  can  develop 
proposals  for  the  use  of  community  development  block  grant 
funds.  If  approved,  a  wide  selection  of  services  may  be 
supported  with  block  grant  money,  including  technical 
assistance,  downpayment  and  mortgage  funds,  rehabilitation 
loans,  repair  and  weatherization.  Furthermore,  CD  funds  may  be 
used  to  leverage  additional  support  from  state  and  local  sources 
as  well  as  private  investors.  Local  officials  may  use  block  grants 
for  ctwperative  planning  and  feasibility  studies  to  test  the 
cooperative  concept  in  their  area. 


Though  not  often  taken  advantage  of,  the  Farmers  Home 
Administration  offers  a  Section  SIS  mortgage  guarantee 
program  for  rural  coops.  New  regulations  for  this  are  in  the  draft 
stages  at  FmHA,  Stitt  said,  so  there  may  be  further  development 
under  this  program  when  the  final  rules  appear  later  this  year. 

Finally,  investment  loans  and  technical  assistance  for  housing 
cooperatives  are  now  available  from  the  new  National  Consumer 
Coop  Bank  (see  LGFR.  March  31.  for  background).  Since  the 
bank  opened  for  business  early  last  month,  two  loans  to  housing 
cooperatives  have  been  approved  among  the  first  13  financing 
agreements  the  NCCB  has  agreed  to  so  far. 

Further  information  about  housing  cooperatives  and  the 
opportunities  they  offer  community  development  and  housing 
programs  may  be  obtained  by  contacting  NAHC  in  care  of  Suite- 
805.  1012  14th  St..  NW,  Washington,  D.C..  20005.  Telephone 
(202)  628-6242.  _  fly  Winston  Wood 

 Guides  to  Coop  Housing   

Among  its  several  services  in  the  interests  of 
cooperative  housing,  the  National  Association  of  Housing 
Cooperative  maintains  a  substantial  selection  of 
publications  and  reference  materials  on  coop  issues.  Below 
is  a  list  of  those  most  likely  to  be  of  Interest  to  local 
government  and  community  housing  officials.  All  may  be 
ordered  from  NAHC,  1012  14th  St..  NW.  Suite  805. 
Washington.  D.C..  20005.  Add  15  percent  for  postage  and 
handling. 

Cooperative  Housing  In  the  USA,  a  history  of  housing 
coops  in  the  United  States.  11  pp.  S.75.. 


Housing  Cooperatives:  How  Local  Officials  Can  Heipv 

describing  the  advantages  of  cooperative  ownership,  what 
housing  coops  need  from  local  government  and  what  local 
government  can  do  on  its  own.  I8pp.  S3. 

HUD-FHA  Program  for  Unsabsidlzed  Cooperative 
Housing,  describing  the  Section  212  and  221(d)(3)  coop 
programs.  1  page  fact  sheet.  S.50. 

Of  the  People,  By  the  People,  For  tlie  People: 
Cooperative  Housing  for  Rural  America,  presenting  case 
and  feasibility  studies  of  small,  rural  housing 
cooperatives.  158  pp,  S5. 

Commonity  Sponsorship  of  Housing  Cooperatives, 

describing  program  advantages  and  offering  tips  for 
successful  community  coop  strategies.  20pp,  $2. 

A  Guide  to  Community  Development  Block  Grant  Funds 
for  Housing  Cooperatives,  outlining  possibilities  for  using 
CD  funds  at  the  local  level  for  coop  housing  programs, 
with  several  examples  of  cooperatives  that  made 
SQCcessfuI.  use^  of  block  grant  money.  12  pp,  S2.50. 

Housing  You  Can  Afford,  detailing  cooperative  housing 
concepts  in  community  development.  234pp.  $5.95. 
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DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 
Office  of  Assistant  Secretary  for 
Housing— Federal  Housing 
Commissioner 

Office  of  Assistant  Secretary  for 
Policy  Development  and  Research 

24  CFR  Part  221 
[Docket  No.  R-80-8031 

Low  Cost  and  Moderate  Income 
Mortgage  Insurance;  Existing 
Multifamily  Housing  Demonstration 

agency:  U.S.  Department  of  Housing 
and  Urban  Development. 
action:  Interim  rule. 

SUMMARY:  The  Department  of  Housing 
and  Urban  Development,  under  its  Title 
V  research  authorities  (12  U.S.C.  1701z- 
1],  is  conducting  a  Demonstration  to 
develop  and  test  new  and  improved 
mechanisms  for  the  purchase  and/or 
refinancing  of  existing  multifamily 
housing  projects.  This  regulation  is  in 
support  of  that  Demonstration.  It 
implements  the  policy  and  authority  of 
Section  223(f)  of  the  National  Housing 
Act  of  1934,  as  amended,  pursuant  to 
Section  221(d)(3)  to  permit  cooperative 
conversions  of  existing  mulliTami"'" 
Droiects  as  a  part  ot  the  Uemonstralion. 
a  will  permit  the  insurance  of  mortgage 
loans  made  in  connection  with  the 
purchase  and  refinancing  of  existing, 
convRnlinnally-finanr.pH.  miiiti Family. 
rcniaFpTo)ect3.  for  the  purpose  of 
converting  them  to  munagcment-type 
projects. 

The  Demonstration  is  limited  to  a 
total  of  not  more  than  ihirly  (30)  aroi<a;l3 
located  in  not  more  than  sixJ61 
metropolitan  areas  of  the  country. 
Pro)Ocis  will  5e  selected  from 
applications  which  meet  the  purposes  of 
the  Demonstration  to  tegta  ranee  of 
alternate  financing  mechanisms,  under 
varying  project  ana  tenant 
circumstances,  and  from  different 
locales,  and  which  also  meet 
requirements  for  project  quality, 
underwriting  soundness,  and  fairness  of 
conversion  price.  This  rule  is  only  one 
alternative  of  the  Demonstration. 
Alternatives  involving  amendments  to 
other  Parts  of  the  Regulations  will  be 
published  separately.  Administration 
procedures  for  the  Demonstration,  and 
invitations  to  submit  applications  to  it. 
will  appear  as  Notices  in  subsequent 
issues  of  the  Federal  Rejjister. 
dates:  Effective:  June  13. 1980. 
Comments  due:  July  14, 1980. 
FOR  FURTHER  INFORMATION  CONTACT: 
Michael  A.  Stegman,  Deputy  Assistant 
Secretary  for  Research,  Department  of 
Housing  and  Urban  Development. 


Washington.  D.C.  20410  (202)  755-5561. 
or  Alexander  ].  Fires.  Deputy  Assistant 
Secretary  for  Multifamily  Housing. 
Department  of  Housing  and  Urban 
Development.  Washington.  D.C.  20410 
(202)  755-6495.  The  telephone  numbers 
are  not  toll-free  numbers. 

SUPPLEMENTARY  INFORMATION:  The 

Demonstration  will  lest  a  number  of 
alternative  purchase  and/or  refinancing 
mechanisms  for  existing  multifamily 
housing.  Among  them  is  the 
implementation  of  the  authority  of 
Section  223(f)  to  expand  cooperative 
owTiprship  opportuntTTES  fOT  those  wifh 
moderate  incomes.  The  availabilTtv  of 
cooperative  mortgage  insiirance  will" 
otlerlenants  who  could  not  otherwise 
aliord  the  ourchase  of  a  share  in  a 
coooerative  the  advantages  of  long  term 
financing  and  feasible  down  payment 
requirements.  Under  existing 
regulations,  the  opportunitiiis  fur 
cooperative  ownership  have  only  been 
available  with  new  construction  and 
substantial  rehabilitation.  By  this 
Interim  Rule,  the  Department  will  (est 
the  usefulness  of  extending  cooperative 
homeownership  opportunities  to  the 
thousands  of  multifamily  dwelling  units 
whose  owners  are  interested  in 
conversion  but  have  lacked  the  meuns 
by  which  they  could  make  their 
satisfactorily  maintained  structures 
available  for  purchase  by  tenants  of 
moderate  means.  Such  conversions  are 
also  seen  aa  a  possible  additional  tool  to 
permit  tenants  in  residence  to  remain  in 
neighborhoods  experiencing  upgrading 
and  displacement. 

The  Secretary  has  (Iclt-nniiietl  that 
prior  notice  and  public  procedure  are 
not  necessary,  are  contrary  to  the  public 
interest,  and  good  cause  exists  for 
making  this  regulation  «;ffrutivo  .13  sdoii 
as  possible  because:  (1)  IIUI)  slandaids 
for  moderate  income  cuopm.iUvc 
ownership  are  vvoll  (;»talili.shr(l.  ami 
those  standards  will  lu;  uppiiud  111  this 
Demonstration:  (2|  the  use  of  Section 
223(f)  has  been  effectively  demonstrated 
with  a  related  multifamily  program:  (3) 
the  legislative  direction,  as  in  f  louse 
Report  96-658,  clearly  encourages  this 
Demonstration;  and  (4)  the  application 
of  this  rule  will  only  be  for  a  limited 
number  of  demonstration  projects.  The 
Department  has  determined  that  an 
Environmental  Impact  Slalemciit  is  not 
re<|uired  with  respect  to  Ihis  liitcriiii 
Rule.  A  copy  of  the  Eiiviruiiiuciital 
Finding  uf  Inapplicability  !.■>  av.iilaLiIu 
for  public  inspection  durin-j;  rt!;.;\il.ir 
business  hours  in  the  Olfice  of  the  Rules 
Docket  Clerk,  Office  of  the  C.Micial 
Counsel,  Room  521U,  Dcpai  tiuunt  uf 
Housing  and  Urban  Development.  451, 
7th  Street.  SW..  Wabhingtun,  D  C.  21) HO, 


This  rule  was  listed  as  item  number 
S-5-79  on  the  Department's  semi-annual 
agenda  of  significant  rules,  pursuant  to 
Executive  Order  12044. 

The  effective  date  shall  be  June  13, 
1980. 

Accordingly,  Part  221  is  amended  as 
shown  below, 

PART  221— MULTIFAMILY  HOUSING 
MORTGAGE  INSURANCE 

Subpart  C— Eligibility  Requirements'— 
Moderate  Income  Projects 

1.  The  Table  of  Contents  is  amended 
to  include  a  new  section  numbered 

§  221.560b,  and  named  "Eligibility  of 
Cooperative  Mortgages  for  Existing 
Multifamily  Housing  Demonstration" 

2.  The  following  new  section  is  added 
and  designated  as  §  221.560b: 

§  221.560b    Eligibility  of  cooperative 
mortgages  (or  existing  multifamily  housing 
demonstration. 

(a)  EIis}ibility.  Notwithstanding  the 
generally  applicable  requirement  that 
mortgages  insured  under  this  part  be 
limited  to  projects  to  be  constructed  or 
substantially  rehabilitated  after 
commitment  for  mortgage  insurance,  a 
mortgfige  executed  in  connection  with 
the  purchase  or  refinancing  for 
cooperative  ownership  of  an  existing 
murrifSmily  housing  project  that  has 
been  designated  to  be  part  of  the 
Existing  Multifamily  Housing 
Demonstration  may  be  insured  under 
this  part  pursuant  to  Section  223(f)  of  the 
Act.  A  Mortgage  insured  pursuant  to  this 
section  shall  meet  all  other  requirements 
of  ru()p«'rative  owneriihip  insured 
pursuant  to  Section  221(d)(3),  except  for 
such  waivers  or  modifications  as  may 
hi;  made  to  accominnd.ile  the  purposes 
uf  the  Uenioiislrutiun  under  §  221.560b(f) 
belov/. 

(b)  Limited  Applicability.  The  number 
uf  projects  whicli  m.iy  be  insured  under 
this  or  any  other  section,  as  part  uf  the 
Demonstration,  shall  be  limited  to  a 
total  of  not  more  than  thirty  (30) 
projects,  located  in  not  more  than  bix  (0) 
metropolitan  areas  of  the  country. 

(c)  Joint  Approval.  Mortgages  insured 
under  this  section  shall  require  the  joint 
Central  Office  review  and  the  written 
approv.il  uf  both  the  Assistant  Secretary 
for  Policy  Development  and  Research 
and  the  Assistant  Secretary  fur 

I  lousing/Fedi;ral  Housing 
CoiimuHsioner.  or  their  Central  Office 
deli  gali.'s,  prior  lu  i.isii.iiice  of 
commitment  for  such  miirtisaycb  by  the 
Manager  of  HUD's  luc.il  office. 

(cl)  llcliitfd  l'roi;i\uns.  I'lojecls  eligible 
for  insurance  under  tins  iecliun  may 
also  be  eligible  for  any  other  applicable 
prograiuja)  uf  I  lUU. 
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[>'|  Admtnistmtlvr  Procndiires  for 
Demonstration.  Notice(3)  will  be 
published  m  the  Federal  Register 
conceminjj  the  administrolive 
proccduies  for  the  Dcmonslrali<in. 
inciudins.  but  not  limited  tu:  Eligibility, 
invitation  to  submit  applications, 
proccssmR  standards,  undrrwritinj; 
criteria,  and  other  requirements  of  the 
Demonstration. 

(fl  Demonstration  Watvprs.  Non- 
statutory requirements  for  projects 
insured  ur  otherwise  assisted  under  this 
section  may  be  waived,  modified,  or 
added  to,  upon  a  joint  finding  by  the 
Assistant  Secretary  for  Policy 
Development  and  Research  and  the 
Assistant  Secretary  for  I  lousing/ Federal 
Housing  Commissioner  that  it  is 
necessary  or  appropriate  to  do  so,  in 
order  to  sorvo  llie  purposrs  of  Ihr; 
LxistinR  Multifamily  Housing 
Demonstration.  Notice  of  any  such 
waivers,  modifications,  or  additions 
shall  be  publi.slu.'d  in  the  Federal 
Register. 

[g]  Sunset  provision.  Authority  to 
insure  mortgajjcs  under  Ihi.s  section  .shall 
expire  on  Marcli  15,  TJIll,  or  u[)nn 
endorsement  of  the  thirtieth  project  in 
the  Demonstration,  for  §  221.560b(b) 
•  above,  whichever  occurs  sooner. 

{Title  V  of  Housing  and  Urban  Development 
Act  of  1970  (12  U.S.C.  1701Z-1 ):  sec.  223(0  of 
National  Housing  Act  of  1934.  (12  U.S.C. 
1701):  sec.  7(d)  of  Department  of  HUD  Act  of 
1967,  (42  U.S.C.  3535(d))) 

Issued  at  Washington,  D.C..  April  17,  i980, 
March  5. 1980. 
Lawrence  B.  Simonn. 

Assistant  SccrcUiry  for  HotiBinfi/Fvdcral 
Housing  Commissioner. 

Michael  A.  Stegman, 

Deputy  Assistant  Sfcrftary  for  Research. 
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HOaSING  COOPERATIVE  . /-v'''- 


Low-inaome,  middle-income  and  market-rate  oooupants 
have  a  stake  in  their  apartments  at  the  Lincoln  Woods 
housing  cooperative  in  Lincoln. 


BTTRDDUCTION 


A  mixed- income  cooperative  in  affluent  Lincoln  is 
helping  meet  greatt^r  Boston's  housing  needs  while 
offering  low-income,  moderate-income  and  market- 
rate  occupants  the  benefits  of  owning  stock  in  their 
apartments . 

Unlike  most  occupants  of  apartments,  residents  of 
the  Lincoln  Woods  cooperative  are  able  to  recover 
a  portion  of  the  money  they  pay  to  rent  and  are 
afforded  all  the  tax  advantages  of  single-family 
homeownership . 

"The  primary  reason  it  has  been  so  successful  is 
that  the  people  who  live  here  feel  like  homeowners," 
said  Rick  Paris,  a  tenant  of  Lincoln  Woods. 


Me'trooaUtan  Area 


Planning  Council 


L3^3COLN 

POPULATION: 

5,006  (1979  Town  Meeting 

Report)  .  . 

Location:  15  miles 
northwest  of  Boston 


PROJECT: 

Lincoln  Woods,  a  subsi- 
dized housing  cooperative 
offering  low-  and  moder- 
ate-income and  market-rate 
occupants  the  benefits  of 
owning  stock  in  their 
apartments . 


SPECIAL  FEATTOS: 

Occupants  purchase  shares 
of  stock  based  on  the 
square  footage  value  of 
their  apartments.  Each 
occupant  pays  a  monthly 
"rent"  which  includes  his 
share  of  mortgage  and  in- 
terest payments,  ta:<es 
and  maintenance  fees. 


mm.  INEXDiM^.TION: 
Mass .  Housing  Finance 
Agency 

45  School  Street 
Boston,  MA  02108 
(617)  723-6800 

Greater  Boston  Community 
Development,  Inc. 
79  Milk  Street 
Boston,  m  02109 
(617)  482-6553 

MB  Management  Corp.,  Inc. 
1  Faneuil  Hall  Marketplace 
Boston,  ^L\  02109 
(617)  523-8605 


"There's  a  great  feeling  cf  pride.  We 
all  have  a  stake  in  taking  care  of  the 
place . " 

When  Lincoln  Woods  opened  four  years  ago, 
tenants  purchased  stock  based  on  the 
square  footage  value  of  their  particu- 
lar apartments.     A  portion  of  the  rent 
tenants  pay  covers  operational  and 
maintenance  expenses  and  the  remainder 
goes  to  pay  off  the  40-year  mortgage 
obtained  from  the  Mass.  Housing  Finance 
Agency  (MIIFA)  .     The  value  of  tenants ' 
stock  increases  dollar-f or-dollar  by 
the  amount  that  goes  to  pay  off  the 
mortgage.     A  tenant  who  in  1976  paid 
$250  foj  5.5  3harcs  of  stock  tc  s.-cure 
a  two-bedroom  apartment  now  owns  5.5 
shares  ^/orth  $643.     If  he  decides  to 
move  out  of  his  apartment,  he  would  sell 
his  stock  to  a  person  looking  to  move  in. 


HISTOID 


A  wealthy  "bedroom"  community, 
Lincoln  learned  from  a  study  conducted 
in  1957  that  the  town's  high  property 
and  rental  costs  were  driving  away 
many  of  Lincoln's  residents  and  dis- 
couraging people  outside  of  Lincoln 
from  settling  there.     One  year  after  the 
study,   200  residents  formed  a  non-profit, 
tax-exempt  corporation — Lincoln  Founda- 
tion Inc. —  to  build  the  town's  only 
subsidized  multi-family  development. 
The  Foundation  was  able  to  secure  total 
financing  from  the  MHFA  for  land  and 
construction  costs  through  a  40-year, 
7.03  percent  mortgage  for  $3.9  million. 
Money  also  X'/as  obtained  to  subsidize 
rents  of  low-  and  moderate-income 
tenants  from  two  state  programs  adminis- 
tered by  the  Executive  Office  of 
Communities  and  Development:  13A  and 
Chapter  707.     (Low- income  families, 
comprising  one-quarter  of  the  total 
number  of  households,  pay  no  more  than 
23  percent  of  their  incomes  for  rent.) 

In  1970,   the  Lincoln  Foundation  purchased 
a  67-acre  estate  from  a  charitable 
municipal  trust  as  a  site  for  its  multi- 
family  development.     Supporting  the 
Foundation's  efforts,   the  Lincoln  League 
of  Women  Voters  published  and  distributed 
to  every  household  a  booklet  describing 


the  need  for  low-  and  moderate-income 
housing . 

In  19  72,  TouTi  Meeting  overwhelmingly 
passed  a  zoning  bylaw  for  a  multi- 
family  development,  which  required  that 
a  certain  percentage  of  its  units  be 
subsidized.     Yet,  despite  the  supportive 
Town  Meeting  vote,  some  Lincoln  residfents-, 
drawing  upon  stereotyped  images,  claimed 
that  the  development  would  become  a 
"ghetto"  with  mischievous  children 
destroying  property,  said  Polly  Jackson, 
former  League  of  Women  Voters  president. 

Opposing  forces  urged  the  Foundation  to 
reduce  the  a-jiaber  of  units  it  planned  to" 
build  from  150 — the  amount  stated  in  the 
new  zoning  bylaw — to  125.    To  ward  off 
residents  bent  on  blocking  the  project, 
the  Foundation  agreed.     It  then  prepared 
its  proposal  to  MHFA,  receiving  assis- 
tance from  the  Greater  Boston  Community 
Development,  Inc.   (GBCD) .    GBCD  is  a 
private,  non-profit  foundation  that 
provides  technical  and  financial  assis- 
tance to  community-based  sponsors  of 
low-  and  moderate-income  housing.  VJhile 
MHFA  reviewed  the  application,  the 
Foundation  sought  approval  of  its  con- 
struction plans  from  the  various  town 
boards.    Approval  finally  came  from  both 
the  town  and  MHFA. 

Construction  was  completed  in  1976. 
Once  the  cooperative  opened,  the  Lincoln 
Foundation  disbanded,  leaving  Lincoln 
Homes  Corp. — made  up  of  Lincoln  Woods 
resident  stockholders — to  manage  the 
development . 


HOW  THE  COOPERATIVE  WORKS 


About  1,000  shares  of  stock  are  owned  by 
residents  occupying  the  125  units  at 
Lincoln  Woods.     The  stock  is  equal  in 
value  to  the  $3.9  million  MHFA  mortgage 
and  is  issued  and  managed  by  Lincoln 
Homes  Corp.     In  order  to  move  in, 
residents  must  buy  a  number  of  shares 
determined  by  the  total  square  footage 
of  their  apartments.    For  example,  an 
"owner"  of  a  one-bedroom  apartment  may 
own  6.6  shares  valued  at  $500  while  an 
occupant  of  a  three-bedroom  apartment 
may  own  9.9  shares  valued  at  $750. 


Low-  and  moderate-income  residents  own 
the  same  number  of  shares  as  market-rate 
occupants  living  in  apartments  of  the 
same  size.     Prospective  low-income  oc- 
cupants unable  to  afford  stock  may  obtain 
four-percent  loans  from  the  $100,000 
Charles  Bank  Trust  Fund,  a  local  chari- 
table trust  established  by  the  Lincoln 
Foundation. 

As  a  stockholder,  each  occupant  is 
entitled  to  one  vote  per  share  on  matters 
concerning  the  cooperative.  Occupants 
meat  annually  to  vote  on  policy  and  rent 
and  to,  elect  residents  to  _£he  ll-member. 
Board  of  Directors.     Residents  also 
gather  to  discuss  traffic,  parking, 
landscaping,  and  other  concerns. 

About  half  of  Lincoln  Woods^  125  units 
are  occupied  by  market-rate  stockholders. 
The  remaining  50  percent  are  split 
evenly  among  low-  and  moderate-income 
stockholders.    -Statutes  governing  Lincoln 
Woods  are  structured  to  avoid  the  forma- 
tion of  voting  blocs,  members  of  the 
board  said.     "Documents  that  control  the 
corporation  say  that  any  change  in 
corporate  documents  that  adversely 
affects  any  class  of  tenants  must  be 
accepted  by  two- thirds  of  that  class 
of  tenants,"  Paris  explained. 

The  corporate  nature  of  Lincoln  Woods  is 
inviting  to  all  classes,  occupants  re- 
ported.   The  cooperative  attracts  market- 
rate  renters  by  giving  them  an  opportu- 
nity to  share  in  home  'ownership'  without 
high  down-payments  and  hard- to-ob tain, 
high-interest  mortgages.     The  cooperative 
also  gives  them  the  tax  advantage  of 
single-family  homeownership . 

Tax  advantages,  however,  are  much  less 
for  low-income  tenants.  .According  to 
law,  single-family  homeowners  can  claim 
as  deductible  only  that  which  goes  to 
pay  interest  on  mortgages.     Since  low- 
income  tenants  have  the  bulk  of  their 
interest  payments  subsidized,  they  are 
unable  to  claim  that  amount. 


A  seven-person  Tenants'  Selection  Commit- 
tee, appointed  by  the  town  of  Lincoln 


hardly  visible  through  bare  trees. 

and  made  up  of  a  cross-section  of  inter- 
est groups,  screened  and  selected  Lincoln- 
Woods'  first  residents.     The  Committee 
ranked  prospective  tenants  according  to 
MIIFA  guidelines  which  require  screening 
according  to  greatest  need,  e.g.  tenants 
of  substandard  housing  or  tenants  paying 
more  than  50  percent  of  their  monthly 
income  for  rent. 

The  Committee  no  longer  exists.  Today, 
new  tenants  are  selected  by  Lincoln 
Woods '  management  company — MB  Management 
Corp.    Lengthy  waiting  lists  exist  for 
all  apartments,  especially  for  subsidized 
units,  said  Mark  Maloney,  vice  president 
of  MB  Management. 

Maloney  coordinated  marketing  efforts  for 
Lincoln  Woods  as  a  director  of  Greater 
Boston  Community  Development,  a  post  he 
held  before  moving  to  MB  Management. 
GBCD,  particularly  Maloney,  had  been 
instrumental  in  providing  Lincoln  Woods 
with  technical  assistance  and  help 
filing  its  application  to  MHFA,  Paris 
noted. 


A  COOPERATIVE  SOCIETY 


Surrounded  by  woodlands  and  a  stonewall 
frontage,   the  cooperative  is  barely 
visible  from  nearby  roads.     Two,  two- 
story  buildings  and  18  duplexes  con- 
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taining  throe  to  five  units  each  are 
spread  over  the  67-acre  site.  The 
development  contains  one-,   two-  and 
three-bedrooui  apartaients.  Occupants 
include  elderly,  minorities,  couples 
with  children,  female-headed  households, 
and  handicapped  persons.  Sixty-four 
percent  of  its  occupants  are  former 
Lincoln  residents. 

The  income  status  of  tenants  is  kept 
confidential.  "No  one  knows  whether 
you're  a  low-income,  moderate-income 
or  market-class  resident,  and  no  one 
really  cares,"  one  tenant  said. 

''VTliat  natters  is  that  we  all  care  for 
the  cooperative,"  said  Ruth  iurnar,  an 
elderly  tenant  on  the  Board  of  Directors. 
"We  don't  hang  on  each  other's  coat- 
tails,  but  when  there's  help  needed, 
everyone  comes  together."    Tenants  said 
they  organized  to  build,  a  playground 
and  set  up  a  library.     ^-Tnen  residents 
gre\7  concerned  about  their  children 
boarding  buses  saifely,  a  handicapped 
tenant  volunteered  to  monitor  them. 

The  most  stunning  example  of  camaraderie 
among  the  tenants  came  last  year  at  a 
stockholders'  meeting.     Tenants  over- 
whelmingly supported  a  measure  to  raise 
market-rate  rents  to  spare  moderate- 
income  tenants  a  $30  increase.  The 
increase  v7ouid  have  represented  the 
proportionate  share  of  rent  for  moderate- 
income  tenants.    A  two-thirds  tally  was 
needed  from  each  rental  class  to  pass 
the  measure.     "A  $30  price  hike  would 


tiave  displaced  sonie  elderly  and  handi- 
capped families,"  explained  Maloney. 
"Regardl'iss  of  the  income  mix.  everyone 
groups  together  to  get  people  to  stay, 
even  if  it  costs  some  individuals  more 
money."    Paris  called  the  vote  "a  spec- 
tacular social  statement." 

Resident  Pat  Taylor  says  Lincoln  Wood.'i 
enables  her  to  "own  a  share"  in  her 
two-bedroom  duplex.     "It's  an  incentive 
to  plant  flowers  on  the  terrace  and 
decorate  the  apnrtment  in  my  own  taste," 
she  said.     Taylor  feels  that  the  di- 
versity of  tenants  at  Lincoln  Woods 
helps  expose  her  two  teenage  daughters 
to  the  real  world.     "I  want  my  daughters 
to  know  that  life  does  not  begin  aud  end 
in  a  big  house  secluded  in  the  suburbs." 

One  handicapped  couple  said  Lincoln 
Woods  has  given  them  their  first  op- 
portunity at  "independent  living". 
Designed  for  the  handicapped,  Lincoln 
Woods  is  near  stores  and  the  commuter 
rail  line  into  Boston. 

For  comjEunities  interested  in  under- 
taking similar  ventures,  Robert 
VJhittlesey,  former  executive  director 
of  GBCD  recommends  "gaining  local 
support,  keeping  the  project's  design 
modest  and  making  sure  it  meets  all 
necessary  approvals  before  construction 
begins.     If  a  traditionally  elitist 
town  like  Lincoln  can  have  a  successful 
coop,   then  other  communities  can  have 
them  too." 


Coraniunity  Exclriaiige  Series 

Metronolitan  Area  Planning  Council 

44  School  Street 

Boston, Massachusetts  02108 


ADDHE3S  •ZO?.P£CTX)l<:  REQUEiiiTED 


BQLK  RATE 
U.S.  POSTAGE 

PAID 
BOSTON,  MASS. 
PERMIT  MO.  rH',-1 55408 


'-'■lies/ Nmuhor  ().M)38 

SAGi;  J'MOFESSIONAL  I'AI'liUS  IN  '        T  ' 

ADMINISTRATIVL:  AND  POLICY  STUDIES 

ndilcd  hy  M.  GEORGE  FREDERICKSON,  J  J 

Liistnin  Wnshiiujton  Colletjn 

EDITORIAL  ADVISORY  BOARD 

CHRIS  ARGYrilS,  ll.nvard  Uiiivetsily  ^  ^ 

JAMES  M.  BANOVliTZ,  Nottlmiii  Illinois  Univeisity  ^  ^ 

JOHN  BRANDL,  Umveisity  of  Mmnosota  c'>'' 
JAMES  M.  BUCHANAN,  Vircjinia  Polytechnic  Inslitule 
JAMES  L.  COX,  University  of  Noith  Caiolina 

AMITAI  ETZIONI,  Columbia  UniviHSily  .mil  CcntiM  foi  Policy  Reseaich ^ 

MICHAEL  FISCIIETTI,  Monlguiii.Jiy  Coll.Mii;  O        i    I   i       iT-  i  •  ,^ 

HENRY  GOMEZ,  liislitiitio  do  Estmlios  Supr;iioies  do  Administracion  I  y 

(Caracas)  .  .  . 

HOWARD  W  HALL  MAN,  Center  loi  Goveimiienlal  Studies  11 H |) TO V lllji^  IjOW  illKl 

ADAM  HERBERT,  Dopartmont  of  Housing  and  Uil)an  Redevelopment 

PHILIPS.  KRONENBERG,  University  of  Tennessee  IModcralC  InCOlllC  ll()USill<'^ 

CHARLES  LEVINE,  Syracuse  Univeisity  ^ 
JEROME  R.  LEWIS,  University  of  Dehiwaie 
FRANK  MARINI,  S,in  Diego  Slate  Univ.Msity 
JYUJI  MISUMI,  Kyushu  Univeisity 
FREDERICK  C.  MOSHER,  University  of  Virginia 

STUART  NAGEL,  University  of  lllinoi';  JONATHAN  E  ZIMMER 

MANCUR  OLSON,  University  of  Maiyland  • 
ELINOR  OSTROM,  Indiana  University  ACTI0N-Il()lisi)lg.  Inc. 

VINCENT  OSTROM,  Indiana  Univeisily 
DONA  TO  J.  PUGLIESE,  Georgia  Slate  Univeisity 
EUGEN  PUSIC,  University  of  Zagieh 
•    E.  S.  OUADE,  The  RAND  Corp. 

ERIC  RHENMAN,  Swedish  Institute  o(  Administi ativo  Research 

(Lund  University) 
SALVATORE  G.  ROTELLA,  City  Coll.njes  of  Chicago 
WALTER  F.  SCHEFFER,  Univeisity  ol  Dklahoma 
WILLIAM  G.  SCOTT,  University  of  Washington 
GLAUCIO  ARY  DILLON  SOARLS,  Univeisidade  d(!  Biasilla 
DWIGIIT  WAi  00,  Syracuse  Univeisity 
ROBERT  F.  WILCOX,  University  ol  fV.loiado 
DLIL  S.  WRIGH  I,  Univeisity  of  Noiih  Ciiolina 


k/J  SAGE  PUBLICATIONS       Beverly  Hills  /  London 


l\9  r^- '<■■"( '1 

Copyi  Kjlit  (O  197  /  by  Sage  Publications,  Inc. 
Printed  in  rito  United  States  of  America 


All  fights  rtiservecl.  No  part  of  this  book  may  be  reproduced 
or  utili/!ed  in  any  form  or  ijy  any  means,  eleclronic  or  mechanical, 
including  photocopying,  recording,  or  by  any 
information  storage  and  retrieval  system,  without  permission  in  wiitiny 
from  the  publisher. 


For  information  address: 


SACt  I'UIILICA  I  IONS,  INC 
275  Soiitli  Hcvurly  Drive 
llcvoily  Hills,  Caliloniia  'J()2  I  2 


275  South  Ucvu  fly  Drive  I  \  ,  |  2H  It  .inner  Slree( 


SACit  I'lllll.U.A  I  IONS  I  I  I) 
2H  ILiniier  Sliee( 
Litn.lon  I  C  I  Y  KOI' 


International  Standard  Book  Number  0  8039  0766  4 
Library  of  Congress  Catalog  Card  No.  77  72868 

FIRST  PRINTING 


ACKNOWLLDGMI  N  I  S 

Tlic  niilluir  wi.slics  lo  acktiowlcilgi;  permission  granlcil  lo  hint  lo  rc|)rinl  in  this  papci 
iiialeiials  dial  have  |)rcvioiisly  l)uen  |)iihiishei.l .  Tliuse  liKliule  i|Uolaliiiiis  hum: 

All  arlicie  hy  Alan  S.  Osci  (£)  1970  l)y  llie  New  York  Times  Comp.iny.  Ue|)riiileil  h) 
permi>sioii. 

An  eililon.il  which  appeared  on  I  ebriiary  15,  1971,  eoiirlesy  of  the  /Ifiioii  (Hohi.- 
rlic  ()ii;iiiii:(iniiii  Mtiii  hy  William  II  Wliyle,  Jr  (1956)  New  York;  Smion  ,*i  Scliiislei 


CON  T  li  N  I  S 

1.  liitrodticliuii  S 

Ikickgioiiiu!  6 

Now  Piojir;mi  Approaclics  12 
/  Ailvanlagcs  dI  (he  Cooperative  Conversion  Approach  16 

2.  Facts  About  Cooperative  Housing  in  tiie  United  Stales  1  H 

The  InleriialioiKil  Cooperalive  Mnvemont  IK 
✓  Seven  l'iiiici|)lcs  ot  Cooperation  I'J 
^  Oi iiMiis  aiul  (irovvlii  of  Cooi)crativc  Housing  in  the 
IJiiilcil  Stales  2U 

3.  Project  Perroiinancc  Uefore  and  After  Cooperative 
Conversion:  l  eii  Case  Studies  24 

Afiiiislcat!  (iaidens,  lialiimoie  27 

The  I'.iik  I'uiesi  Cooperalive,  i'ark  I'orest  29 

Sloiiyhrook  (Jardcns,  Slrallbrd  31 

Croloiia  l^nk  North,  Bronx  32 

lloiiielown  Cooperalive  Ai)artments,  llonietown  33 

Chalham  Paik  Village,  Chicago  35 

St.  .lames  Nhitiial  Homes,  Wasliiiiglon,  D  C.  35 

Racine  Com  is,  Chicago  36 

I'lie  New  Ark  Cuopeialive,  Newark  39 

Btomley-I lealli,  Boston  -1 1 

4.  1  lie  Cooperative  Conversion  Process  45 

/  Sleps  III  the  Conversion  Process  46 

impiemenlalion  of  the  Cooperalive  Conveision  i'rocess 
III  l-asi  llills:  A  Case  Si  inly  48 

5.  Conclusions  60 

/  Cou|ier.ilive  Conversion  InHuences  Resident  Behavior  61 
■y  Coiuiilious  Necessary  loi  a  Siiccesstnl  Coopeialive 
CoiiveisiiJii  I'lDgiam  61 

Notes  64 

Kelerences  66 


^^.UTC-t        10  JUL  .1978 


'I  <1  *  ^  '  %  •  V 


[5] 


From  Rental  to  Cooperative: 
Improving  Low  and 
Moderate  Income  Housing 

JONATHAN  i:.  7.IMMKK 

AC/nON—lloustni;,,  Inc. 


1.  INTROniJCTION 

I'luvidiii^  u<l<.'(|iiii(c  l)ou!iiii(;  for  Aincrit  a's  low  and  iiiodci.iu-  iiii  oiiu-  lainilit-s  is 
one  of  ilic  iiaiioiiS  iiiajoi  iiiiliiii^licd  lask^.  An  cbdiiiaicd  HO  pciLt-iii  of  all  U.S. 
fjiiiili<">  vviili  aiiiHial  iiuoincb  Ixlow  ^^fi.OOU  and  'M  pcMLiit  of  (lio!>i'  wiili 
I  M(  on  ICS  l>('iw('(  II  i'l.OOO  and  $  1 0,000  sulft'ii'd  f  I  oin  one  or  nioii-  foi  nis  of  llOll'>ill^ 
(l('|>i  i  vaiitjii  as  of  I'.r/O.  A  uxal  of  Iji.i  million  honst-liold!)  weic  afft-(.(rd, 
iiii  hidiiii^  li '.)  iiiillinn  will)  pliysic ally  inad(-(|iia(c  iinii!>,  700,000  living  in 
(ivcK  lovvili'i!  (  oiidiiions,  and  5.5  nutlioii  wiili  a  liiKli  rent  Inndcn  (Hik  Ii,  ci  al., 
l'.)7!-5:  -I-?.  -1- 12)1'  I  Million!!  of  olficr  net-dy  Anu-i  itanb  lived  in  ticc «-in  iiousini;  l>nt 
were  snironndcd  l>y  (iL;ly  and  unsafe  nciglil)orlioods  wiili  infci  ioi  s(  IkmiIs,  liii;!) 
(liiuc  lau's,  InniU'd  (oinincKial  fa(iliiics,  and  in.id<'(|n.ii(-  |iul>li(  st-rvitcs. 

In  spKc  of  (licst-  pics.'iing  needs,  many  iinporiani  fcdeial  liousini^  piogi.iins 
foi  low  and  niodeiaie  iiuonie  families  were  hailed  in  ihe early  l'J70'sdiiein  pan 
Ki  ilie  lapidly  iiu  leasing  rosis  of  pieseiu  subsidy  aiiangeuients.  I  he  fedeial 
L;i)vei  niiiciil's  loni^-ierin  financial  eominitmeni  for  (he  'J.K  nullum  puhlii  and 
siil)->idi/ed  units  alieady  in  plate  has  heen  eslimaied  ai  S^o  hillion  liy  die  I)  S. 
Dtpaiiinein  of  Housing  anil  IJih.in  Developmeiii  (1^)73:  iii).  On  an  annual 
basis,  housing  sulisulies  incieased  lioin         nullion  in  11)1)7  lo  %'i  hillion  ni 

All  l  I  lOK'S  NO  I  1l:  7 /in  pafier  ij  tlfduated  lo  my  wifr,  l.iiiJii,  jut  lirt  \ii(i(tuil, 
iindfrilainlnm,  uinl  em  oitiuiienienl. 

I  dill  espti  lutly  nidi  blrd  In  Honef  WilUux,  Intudrnl  uf  lite  Nalmiial 
,t\S(j(  iitliuii  of  IloiiMiii;  ('udficKiliiiet  and  l'cclimCu-i>li,  liu..  /or  llie  tnauy  linun 
he  \l>eui  (/iifinwMi;  llir  jtufjri,  ieiit(  liinii  hi\  jiles  for  relefunl  /oi  O  and  itdlnlin, 
and  fjiilliiiii  mr  in  i  oiiliu  I  imlli  ullur  fiti>ji-s\itmal\  who  xoeie  iiiixj/irJ  ii-ilh  i/iei  ifii 
I  niu'i-iium  fiioii  i  t\. 

Olhrii  wliti  Imii'idt  d  vulltable  tiilinmallnil  and  brouileneil  my  iiiidei \laiuliniii 
uf  lilt  I  iiultfial  nif  ti>ni'eiiiuii  /jruirt^  U'crr  .tlloinry  Jiitim  Yuiker,  Staiilry 
Slieehan,  lielly  I leih,  ' /.elinhi  DiUmi,  IVilliani  Smuot.  l  ed  Sleu  iirl.  ,\lurti\ 
Clifinleiii,  lliiny  Hnweii,  Miiiiit  Kelly,  .llltiiiiry  Juliii  I'.ullati,  lAhs  .l\h,  uiid 
lirveily  WiUutms. 

I  am  mini  \:,ialejiil  In  Adele  Hii/akiiu'ski  and  Emma  jean  l.ewn  jni  ty/xnti 
sei/etal  diujl.s  tij  lite  munmiript  and  U>  Kallty  Suvati  fni  /irt/juiini;  lite  iltaily 
t'tnally,  a  tpeiiai  iiitle  til  upfnei  laltnn  iji'fi  It)  l>r.  lUifjonl  II  llutn,  I'ttadmile 
Sthool  vf  I'lihlti  anil  Inteinalional  Afjatu  al  lite  Ihin  eitily  i>j  I'tlltlittmli. 
lielfntl  v,liide  me  llitinn^li  llie  leseunlt  fmneM. 
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n)7.'l.  .md  would  li;ivi-  lud  $Ct.^  Iiillioii  l)y  H)7H  if  (tiiiMiiu  lion  ol  iiildiiioii.il 
siil)sidi/('(l  <l(A('l()|>in('iilb  li.id  |>i<>(  ceded  ;i(  ( oidiiii;  lo  sdicdidc  (l.illcy  iind 
Cl.iik,  l<)7L':  I.O?'');  Dowii!,,  I',)?'.':  L")). 

i'ldilu  ->iip|>(>i  I  foi  (lu  bc  pio^iaiii^  liab  also  been  Miidcniiiiii'd  l>y  ilu  I.k  I  ili.ii 
iiiaiiy  |)ul)li(  lioiisini^  pioji-tis  and  even  sonic  ol  ilic  iicwci  siibsidi/cd 
dcvclopinciiis  have  beionie  lii^ldy  inidesiiahle  pl.u  cs  lo  live.  I'lohaljly  (lie  hcsi 
known  example  is  the  2,870  iinn,  Pi  iiill-It^oc  dcvclopineni  in  Si.  1  .on is,  wlieic 
dciei  ioiaiiiiL;  living  (ondiiions  led  lo  a  mass  exodiis  ol  lam  i  lies  dm  ing  I  lie  laic 
l!)(i()s  and  eai  ly  l'.)7()s.  On  Man  li  Ki.  l'J72,  wiili  less  ilian  2,000  of  die  |)roje(  I's 
(jiii;inal  10,000  lesidcnis  remaining  and  only  nine  ol  liigli-iise  Uiiildiiigs 
o(  ( 11  pied,  demoliiion  woi  kei  s  dynainiled  a  |)oi  lion  ol  die  developiiieni  wliu  li 
had  heeii  lonsliiuied  willi  piililK  Innds  less  lhaii  20  ye.iis  heloic  (l.ilhy  and 
Claik.  I'.)72:  l,07H)  |.| 

This  pa))ei  seeks  lo  delcl  mine  il  housing  ilcvelo)  mien  is  sik  li  as  I'l  nill  —  Igoe, 
and  oilicis  Willi  less  scacic  piohlems,  can  he  impiovcd  hy  (onveilmg  ihem  lo 
(oo|)eialives.  Simply  piil,  ihe  (onveision  pitxcss  iiivnUcs  liaiisieiiing 
owneiship  ol  a  icni.il  developmeni  lo  a  (omiiuiiiily  ( <ii  |)oialioii  (om|>iise(l 
eniiicly  ol  pioje(  I  lesidenis.  The  iheoi  y  Ix'hind  i  oopei alive  <  onveision  is  lhai  if 
lesidi'iiis  aie  given  a  fin.iiK  i.il  slake  in  ihe  piopei  ly  ,ind  a  poli<  y-inaking  lolc, 
ilicy  will  Opel. lie  die  piojcii  in  ways  whkh  make  ii  nioie  livahic  and  nioie 
I'll  K  icni.  In  Ol  del  to  lest  die  el  let  tivcness  ol  the  ( oopeiai  i  ve  i  oiivci  sion  .ippio.u  h 
and  its  |>olcinial  loi  hloadei  iialioiiwide  ap|>li(  .ilion,  ihis  p.ipei  will  seek 
iiiisweis  lo  the  lollowing  <)iicslions: 

(1)  Does  xinvelsion  ol  low  anil  modeiaie  iikoiiic  housing  de\ clopiiu  nu 
lo  (oopeialives  lead  to  impiovcd  piojcii  peiloimaiKc  as  mcasincd  hy 
ilei  reases  in  leiil  dcliiKjiieiu  y,  vandalism  aiul  piojiei  ly  ahnse,  mainienaiK  c 
expenses,  and  vaianiy  and  im  novel  rates? 

(2)  Does  (oopcialive  (onveision  of  low  and  modeiaie  iiuonie  lioiisini; 
dcvelopnicnis  lead  lo  (  hanges  in  ihe  aiiiindcs  .nid  hchavioi  paiieins  of  ihe 
lesidenl  |)opnlalion? 

(.5)  Whai  aie  I  he  essciii  i.il  elenicnis  of  (he  i  onvci  sion  [)io(  ess  and  whal  lypes 
ol  hoiisiiig  dcx'clopmenis  ar<-  siiiiahle  randidaies  loi  (oopeiativcc  onveision? 

Thcsi' (|ncsiions  and  iclaied  issues  aie  examined  l.iiei  in  1 0  <  ase  sUulies  ol 
(omplcicd  (onveision  |iioje(is  and  in  a  sepaiaie  (as(  sliidy  dest  i  ihiiii^ 
impleiiienl.il  ion  ol  die  (onveision  puxess  in  Iwo  ledei.illy  siilisidi/ed 
dcwlopmcnls  Hcloie  pioicediiig  with  oiii  dis(iissioil  ol  (oopci.ilivi 
(  on  vei  sioii ,  liowev  (  I ,  Icl  ns  hi  K  f  ly  (  onsidci  how  I  he  ii.ii  ion  ,ii  i  i  ved  al  lis  pi  (  sen i 
dil(  iriiii.i  will)  i(spc(l  lo  low  ,md  model. He  iiiioiiic  housing. 

IIV(  KC.KOIINh 

llciwicn  IKjO  and  l!)70,  die  pcKcniage  ol  Anieii(.in  j.miilits  living  in 
siihsi.md.nd  housing  dci  lined  liom  IH.I)  pei(  en  I  lo  7.1  pei(  ciVH  tiivr,  1 117  i:  10) 


Milih  ol  this  piogless  (,m  he  .iiliihiiKd  lo  ihe  iiu  oK  i  iik  m  of  i|,.  |,,|,-|.,| 
govciimu  iii  III  ilu  .iic.is  ol  hoiisnig  .md  (omimiiiiiy  d(  \ (  lopiiK m  ilming  iIm 
pasi  l.'i  ycai  s 

I  he  mosi  siK.  csslid  .md  U.isl  e\p.  usixi  loini',  ol  I. dci.il  invoKciiu  iii  .ni  ihi 
iiioiig.igc  insm.iiKi  piogi.mis  of  the  Iwdeial  llonsing  .\dniinisii..iio,,  (l  ||.\) 
.111(1  ilu  \'eit  i.ms  Admiiiisii.iiion  (VA).  Siine  tliesi  piogiains  w(  ic  I.uiik  lud  in 
I'til,  moic  ih.m  20  million  Ameii(,iii  familiis  h.ive  piinhased  homes  with 
l(d(i.dly-insni(d  iiioilg.iges  (U.S.  Dep.  ol  Housing  and  Uihail  Developmeni. 
I'.)7(ia:  120;  Housing  and  Developmeni  Rep(,iu  r,  I<i7():  Mjl).  I  he  i  lii(  f 
Ix  IK  Ik  i.u  K  s  .lit  while,  initldle-t  l.iss  families  who  hegan  leaving  Amenta's 
.oiigislcd  (ilies  in  ihe  l.iie  l!)|()s  i,,  pm,  h.ise  single  family  homes  m  m  wly 
divclopiiig  suhuih.iii  (omiiiimilies. 

"V  "I  die  (iiimil.ilive  loici  losiiie  i.ilc  lot  ,|||   |  1  |..\  |„„n.- 

iiioiig.igc  piogMiiis  w.is  only  |)ci((ni  .md  die  laie  ioi  ihi  most  .uii\e 
piogi.im,  Stdion  205.  was  only  1.1  peitciii  (U.S.  Dep.  t>l  Honsiiig  .mtl  I'lh.m 
l)(  V(  lopiiiciii,  l!J7()a:  I'il).  i:(|ii.dly  niipoi  lain,  np  imiil  the  eai  ly  l'.J70-,  ilu  t  (,m 
<,l  .idiiiiiiislcinig  ihcse  piogi.mis  w.is  eniiicly  (oveied  hy  ihe  small  scivue  lee 
(h.df  ol  I  pelt  (  III)  (  haiged  lo  nseis.  In  l.ul.  hy  1!>72  (he  I'l  I A  insiiiaiu  e  fund  li.id 
.1(1  umiil.iied  .1  suiplns  ol  1^1.7  hillioii  (l.illey  and  Cl.iik,  liJ72:  l.07()  ). 

I  lu  ltdci.il  govcmmtiil  h.is  .dso  intie.ised  iiioiig.igc  oppol limine:, 
iiii(ldl<  iiKoiiu  l.imilicb  ilnoiigh  atlivilics  of  ihe  leilei.il  H(,iiic  M.,,ik 
llo.iid,  die  I  cdci.d  Naiioii.il  Moiigagc  Assodaiioii  (I  .MMA).  .md  die  l  edei.il 
I  Ionic  I  .o.in  Moiig.ig{  Coipt.i.iiioii  (MII.MC),  (i(  ,,i(  ,|  M  <,p<-.  i ivt  ly  m  l!02. 
I'.)i8,  and  1!)70.  I  In  se  msinnlioiis  h.ivc  piovuUd  .iddiiion.d  funds  loi  lliehome 
iiiDilgagc  inaikci  lluoiigh  savings  <iiid  lo.m  assoi  i.iiions  .md  t  omnu  u  i.il  h.mks 
(luring  |>ci  lods  ol  iighl  t  ledii. 

Midiile.iiitl  uppci  intomcl.miilK  sh.ivealsohciit  liltd  liom  ilu  hd.  i.,|  iiilj.,,i 
Kiicwal  .111(1  highw.iy  piogi.inis.  I  lu  foinui  piovidtd  ihcm  with  new  lnxm> 
housing  III  (onvdiieni  (enii.il  eiiy  hx.nions,  while  die  l.niei  ni.ide  ii  easiei  lo 
.oiiiiiiiile  liom  tiiy  lo  snhiilh.  Mtaiiwliile,  ihese  s.iint  piogi.mis  distiM.ileil 
liuiulicds  ol  ihoiisands  ol  poor  jieople  lioin  ilicn  lionu  s  .md  gu  .nly  iiik  iisilied 
die  need  loi  new  low  iiitome  housing. 

I  he  lc(l<  i.il  goveiiniu  iil  li.is  alsoe.istd  (he  fin.iiu  i.il  huid,  n  ,,1  i,„,ic  ili.m  |{j 
iiiillioii  homcowiicis.  most  ol  whom  aie  middle  .md  uppci  nuomc  people.  Iiy 
pciiiillling  ihtin  lodetliu  i  iiiieiesi  .md  piopeily  l.ix  p.iymeiils  liom  iheii  Udeial 
iiiiniiie  laxes.  This  is  .i  loini  ol  housing  siihsidy  as  signifii  .mi  .is  .uiyiliing  die 
^,)Vl  iiiiiu  III  h.is  yi  I  pio\  id(  (|  loi  |,,w  nu  ome  lenleis,  a  f.u  l  usii.dly  ovei  looked 
hy  (illlis  ol  ltd.  Lilly  .issisled  lioiisiiig  loi  die  pool  In  l.u  |.  .u(,)l,||||^  i,,  .„, 
.iii.ilvsis  hy  A  Km  Shoii.  loimeily  i,i  ||„  K  S  I )(  p.il  liiieiil  ol  He.ddi.  |- tint  .il  i..n. 
.111(1  Well. lit,  Amciit.rs  mitldit  .iii.l  uppt  l  t  l.isses  ll.ive  lilsloi  it  .dly  leteutii 
lu.uiei  housing  siihsidies  ih.m  iht  po,,i.  hoih  on  .i  loi.d  .md  |„  i  t.ipii.,  h.isis: 

In  H*ti2,  du  U  S  Covt  rnnieiii  expendetl  .in  esiim.iied  $820  millit.ii  lo 
siihsuli/e  housing  ftir  |)o(ii  pdiple.  (  I  lit  sum  iiuludt  d  puhlit  li.iusmg. 
piihht  assisi.iiin  ,  .iiitl  s.iviiigs  httaiiseof  iiitomc  i.ix  titdiii  I loiis. )  In  ilie 
s.iiiic  yiai.  du  htld.il  goveiiniu  ni  spun  .m  t  sinnaitd  JL' hillion  m 
siilisidi/c  housing  loi  (hose  widi  iiiiddh   iiuoiius  oi  moie    I  his  sum 
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iiuliulcs  only  s.iviiit^s  lioin  iruoioe  tax  ilcdiii  lions.  Tlif  It-diial 
^ovTi  iiiiiciii,  ill  oilu'i  vvoidb,  bpcni  ihit'c-aiid  one  liall  liiiii's  as  iiiiuli  loi 
iliosc  wlio  were-  11(11  poor  ,is  for  iIiosl-  wIwj  vv<'I(',  oi  al)oni  as  iiiiuli  per 
pel  son  loi  ilii-  poor  and  iionpoor. 

Closer  c'xainiiiaiioii  shows  thai  the  subsidy  is  heaviest  foi  the  lait^ei 
iiKonies  Theiefoie,  a  second,  rather  iiioie  lelined,  paii  ol  lii;iiii-s  is 
helpful.  In  I!)li2,  the  fedeial  government  s|)eni  lj>KL'l)  million  lo  siiljsidi/e 
lioiisini;  lot  poor  people — loiiglily  20  pea  em  ol  the  population.  I-oi  the 
iippeiiiHJst  20  [jeiteni  of  the  |>0|)Lilalion,  the  siihsitly  was  51.7  hillion. 
riuis,  a  family  in  the  iippei  most  liftli  received  .i  hoi  it  twice  as  imic  li,  on  ilie 
average,  as  a  poor  family  |  Report  ol  the  National  ( ioiiimissicxi  on  I  'i  haii 
I'lohlems.  I%H:  .'i?). 


By  l'.)7;i,  the  fedeial  subsidy  for  homeowneis  had  iiu  teased  to  .iboiit  ,V).L' 
billion  pet  yeai  (LJ..S.  Dep.  of  1  lousing  and  Uibaii  Devc'lopment,  l()7."l:  2  2),  bin 
cluimg  the  same  peiiod  theie  had  also  been  a  sigiiilicani  iiuie.ise  in  ledei.il 
housing  .issisiance  lot  low  and  mcjderaie  income  lamilies.  ISeiweeii  IDli'J  .md 
Jamiaiy  (when  formcrr  I'lesideni  Nixon  dec  laied  ,i  moiatoiimii  on  the 

construction  of  additional  subsidi/ed  housing),  I. (i  million  m  w,  lehabilii.iiecl, 
and  standard  existing  dwelling  units  were  mack:  available  to  needy  families 
across  the  country  under  various  federal  subsidy  programs  (U.S.  Dep.  ol 
Housing  and  Dihan  Development,  197^1:  ii.)  Appioximaiily  !)()  pciteiii  of  this 
housing  came  in  the  form  of  new  coiisti  uciioii.  f'hc-  most  pioduc  live  piogianh 
were  the  I'l  lA  .Serlion  2.^5  home-ownership  jiiogiam  (.H '.).'),  I 'JO  units);  the  I'llA 
.Sec  lion  2'M\  multi-family  picjgiam  (3U9, 188  units);  the  public  bousing  piogi.nn 
(SOI  ,8.')5  units);  and  vat  ious  housing  piograms  upeiaied  by  the  II.. S.  Depai  imeni 
of  Agriciiltuie  (207,2M  units  between  1068  ai^^l  Match  l'J72).  See  U..S 
l)e|)ai  tmeni  of  Housing  and  Urban  Development  (hJ7()a:  101,  120,  121,  \2'i.  121) 
and  Downs  (l'J72:  12). 

riie  signilicance  ol  this  foul  year  produciion  lecoicl  is  best  imdeistcjcij 
thiough  a  (ompaiison  with  piocluctiun  figiiies  iiom  pievioiis  yeais.  Anihoii) 
Downs  ( 1972:  I  'i)  reports  that  the  nation  pioduc  ed  .i  total  of  200,7.')'l  siibsidi/cd 
housing  units  during  the  \b  yeais  lioin  193!)  to  19  19;  I09,0.'')7  tiniisdiii  iiig  the  l( 
yeais  liom  I9.'')0  to  19.^9;  and  1  H^XHh  units  during  the  eight  ye.iis  liom  I9()0  in 
I9(i7. 

I liifoi tiinately,  even  the  major  gains  made  since  I9(>9  have  allectecl  only  j 
sm.dl  |>eicemage  ol  the  nation's  low  and  modeiaie  income  lamilies,  and  ilu 
loi.d  iiiuubci  ol  siibsicli/ed  timis  developed  dining  this  pel  iod  .mioimicd  lo  li  v 
iliaii  one  ihiid  ol  the  six  million  unit  goal  established  by  Coiigiess  in  tin  \'H,> 
I  lousing  Act.  .Since  the  housing  moiatoiium  was  imposed  in  1973,  vi  i  y  l(u 
.iddiiioiial  Mibsidi/ed  units  ol  any  type  have  been  developed 

I  he  peiloim.mce  ol  many  exisiing  subsidi/ed  developments  has  also  beci 
disc  oiiiaging.  \\y  the  e  nd  ol  1971,  .')78  ol  appioxim.iiely  .'),700  piojccis  buil 
iinclei  the  I  I  lA  Section  221  (d)(.t)  and  2.'i(>  subsidy  piograms  weie  in  clel.uili 
aiiolhei  I  II  clevelopinenis  weie  in  the  process  oi  being  lorec  losejl  (lloiisiiii.' 
All.iiis  l.eiici,  197.^:  3).  In  l!)7i,  1 1 1  )D  estimated  that  :tO  pc-icTilt'oimi  22l(cl)(:i 


piojc  c  Is  and  20pei(eiii  ol  all  23()  piojec  is  wc»ulcl  be  foiec  lose  d  during  ilieir  (iist 
10  yeais  ol  opc  i.iiK.ii  (U.S.  Dep.  of  Housing  and  Ui  ban  Deve  lopment,  197:^:1- 
20)  III  aiieffoit  loimpiove  the  f  inane  iai  pe  ifoimane  c  cil  ihesecl<  velc»pmems  .md 
lo  pi(  v(  III  .iddiiion  il  loicc  losuic  s,  HUD  jilans  to  spend  JKil  million  in  fisial 
1977  to  piovi(l(  Imihei  icnial  assistance-  to  ihc-  lesiclcnis  of  iioubled  subsidi/rd 
piojei  is  (Housing  .mcl  Deve  lopment  Rc-poiie  i,  197l):  '17). 

I  hc-  pi(-sc-iii  linaiic  i.il  c  lisis  in  subsicli/ed  housing  sic  iiis  frciui  .i  bio.id  laiige- 
ol  iii.iii.igeiiic-ni,  social,  and  economii  probli-ms.  I'c  i  haps  the  single  inosi 
iiiipoi  lam  fac  loi  li.is  In  e  n  the  c  nc»i  inoiis  iiu  le  ase-  in  opeiaiing  ccjsts  during  ihe 
e.iily  1970s,  coupled  with  a  se  veie  unclc  iesi imatioii  of  the  se  c  osis  .it  the  lime  (if 
piojcci  Icasibilily.  loi  example,  the  original  HUD  feasibility  sliicly  loi 
I'liisbuigb  s  'i2(>  iiiiii  l  ast  Hills  II  de  ve  lopment  (see-  eh.ipici  1),  a  Seciion  221 
(dWf)  piojc-c  I  loiisiiuc  led  in  I9(i9,  listed  an  annual  mainieiiaiu  e  c  ost  of  5l9.(ilO. 
Diiimg  lisc  al  1972,  ac  tiial  Kasi  Hills  II  mainienancecosts  were  |IO7..02O.  .ind  in 
hs(  ,il  I97'i  they  rose  to  $  I ()7,  t.'i  l.  Utilitie  s  wc  ie  esiimati  cl  originally  at  J79,092. 
,i(  iii.d  (OSIS  came  lo  ,$128,288  in  1973.  In  all,  opc  i.ttim;  exp(-iis(-s  and  taxes  weie 
<  ■.iimaidl  at  $213,  172;  in  1973  they  amounted  to  $.'^.27,98  1  (l  asi  I  IilMI  liii.iiic  lal 
^i.iiemeiiis,  l!)72  and  1973). 

A  v.iiic-iy  ol  soc  i.il  pioblc-ins  have  alscj  nnclerimnecl  living  e  ondii  lon^  in  some 
subsidized  cleve  lo| iiiienis  and  adclecl  new  burdens  lo  the  management  pio((  ^s 
l'ii)je(  I  m.iiiag(  IS  h.ive  be-(-n  <  oiifionied  with  race  and  (  lass  coiil  lie  is,  high  i.m-s 
ol  v.mdalism  and  |)i..peiiy  abuse,  a  lac  k  of  job  oppoitiinities  and  consiiue  live 
i.ullels  lot  youlh,  and  o(  ( .isioiially  the  pieseiu  (-of  illu  ii  .u  livilies  sue  li  .is  elmg 
li.illie  and  pioslilulioii. 

High  tales  of  lem  deliii(|u(  nc  y,  vacancy,  and  turnover  Irave  fuiilicr 
.iggiavalecl  thecasli  lleiw  jiioblem  in  many  subsidi/c-d  picijeds.  I  Ins  in  tiiiii  lias 
iiIkii  led  to  .1  cIkIiiic  in  m.iintc-iiane  c-  seivicis,  followed  by  iiuiease-cl  leiiani 
ili-,s.itisl.ic  lion  and  c  ven  higlic  i  leve  ls  of  rent  elc-linc|uen(  y. 

M.iny  public  housing  piojc-cts  aeioss  the  nation  h.ive  long  siifleic-cl  from 
biiml.il  liii.inci.il  .iiicl  so(i;il  pioblems.  I  hc-  Hiookc-  .Amc  iiclmc  ills,  p.issecl  by 
(  ciigiess  III  1909,  1970,  and  1971,  pl.ice  cl  aclcliiioii.il  linanc  i.il  pie  ssiiie  s on  lot.il 
Ik. using  .ilithoillu  s  by  (  omjielling  them  loadjtisl  llic  ii  ic  nls  loa  le  vel  iiohigliei 
ill. Ill  20  pc  iee  ni  ol  k  iiaiii  iiieomes.  I  bis  was  a  ii  asonablc-  |M>li(  y  sine  e-  low  .inci 
II II. (Id. lit  UK  oiiit  I. II  III  I  ICS  |)aying  mote  than  this  aiiioimi  foi  leiii  aie  coiisicIck  d 
iM  !.(  siilh  I  iilg  liom  .1  loim  of  housing  dejii  iv.it ion.  Nc  vei  ihele  ss,  the  inip.it  i  of 
iIk  bioooke  AiiK  udiiK  III!,  on  Icx.il  aiiihoi  iiic  s  w.is  olieii  d(  v.ist.ii ing.  l  oi 
, A.iiiiple ,  .IS  a  le  sub  ol  this  le  gislation,  the-  Ne  w  I  laveii  ((  jinnc-c  lie  ni)  I  louMug 
\iiihiii  ily  lost  .diiiosi  10  p(  Kent  ol  its opeiat ing  iiicoiiK-and  ihe.iveiage  ii-iii  loi 
,>nl.li(  housing  HI  Si  I  .ouisdioppc  cI  liom  Y>->  m  19l>7  to$39iii  I972(  |omii.il  .,1 
II,, using.  1973:  18^,  |ni), 

III  oidci  lo  ( oiiipe  ns.ite  loi  this  lo-.^  in  i(-\tiiii(  .ind  to  (..vo  iikk.imiI 
,,|.(i,iiiiig  (osis,  HUD  b(g.m  pioviding  .miiu.d  o|>ii.iiing  suIiikIka  m  bx.il 

II.  , using  .lulhoiilies  in  1971.  I  luse  subsidies  h.ive  giown  liom  J 1118  million 
.lining  the  piogi.im's  fiist  yeai  of  opei.itioii  lo  a  pioje-dcel  $^7r».(»  niillioii  in 
liM.il  I!I77(US  Dip  of  I  lousing  and  Ui  ban  Developmcm,  1972:  l27;Housiiig 
,,ii.|    ncvelopmeiii    Ucpoiiei,    1970:    227).    Uilloi liiii.itely,  t-veii   wilh  ihoe 

III,  u.iscd  subsidies,  iik.si  big  »  iiy  a  111  I  loi  1 1  ies  still  do  not  li.ivc  siillu  ic  iii  iiu..ini 
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I.)  I  ly  iii.iim.iiii  ilitii  |)i(,|)(iii(v  /.o(//M  and  C.iunts  jt,i  UituMUi^  Ki-liahililutioii:    I  li<  S.dioii  Uli 

1  Ik  imsdI  lioiisiiiK  liavc  l«cii  cxiu  ( i  l).ii<(l  hy  (li.im;iii(  (lum^cs  |„o^|;un  piovidr^  diici  i  noviimiuiii  lo.insol  n|,  to  ^1 7,  100  p,  ,  (|wrlliiii4  "'"i  U> 

111  (,i<  ii|).iii.y  uhuli  li.ivc  liikni  phuc  siiuc  llif  HKMK.  U.  I)l(■s<•||l;lll^.■^  ol  iIk  |,,^,.  .„„|  mode  i.uc  iikoiik  Iioimc.wihi  s  .ui,|  mh.moi  (.unrf,  in  (,(|,  ,,iImii 

NiiiMii.il  AsMic  i;iiir)ii  ol  lloiisiMK  .iiul  kcdcvclopmciii  Ollin.ils  (MAIIKOi  i<  uru.d  .iiid  <  .nh  <  iil.,i(  (iniiii  .iir.is.  I  lu  s.  I.  ..iii-, .  .u  n  .iii  ;iiiiiii.il  iiik  i(-,ii,ii<  ol 

(l(^nllu■(itlu•^JlllU■  ,111(1  i\1(MM)IiIhs('(Iuiiim'->iiH<',iiiii.)MvI«Ioi(|Ii(S(I1.iI(\  {  ,»,,(iil  ,iiid  .nc  pay.iMc  <mi  'JOyi-.iis.   The  S((  lion  il.'i  |iii>^i.,in  pir.vid.-, 

.Sulxoiimiiiu.  on  lloii^nii;  .uid  llil);ui  Afl;iiis  in  Apiil  l'.»7:i:  n"-''''-- 'M' "'' V'^'iOl)  li)  lu)iiu<.wiu-i  s  \viili  v(My  l(>w  iiu  <)iii« ...  Snu  <•  IIJli').  S.(  iioii 

il'J  In.iiis  li.ivc  ljc(  II  niili/cd  lo  iiiipiovr  .ippi oxini;iu  ly  (iO.OOO  llon«.lll^  iiniib 

li.idiiion.dly,  pnl)lu  Iioiisiiik  Iki.  snvrd  a  <  loss-^c.  i  ion  ol  ilu.sr  low-  ' ' '^'1'  "'  """^"'K         •'••'•">  D'-vvlopiiu  ni.  i'J7tK,:  10). 
iiuonu-  lioii-,ilu>Uls  iiiiniiin^  housing  asbisi.ini f.  Ab  l.iic  as  \'M>ii,  IH         Suhuilraul  Suiiilt-  lainily  ^l(^rl^■(l^il'^,:      \)i(vH>ii'^\y  tH,\ci\,  i]w  Sciiu.n 

ni'KiMii  ol  all  icsidcnis  in  pni)li<  lioiisiiii'  ic(civi(l  ilii  ii  iiuoinc  lioni  i.micihii  iiiovul.il  S<Ki  .i<in  li, ...>,.,.  (,..   i  i  ...    i      .  i  i 

I  ,       f        1^  1     I  r         1  1,  ■      I  |)iot,iaiii  pi(»vi(i((i  .■).). )/\ju  iioiiu-s  loi  low  ,ind  inodciaic  inioiiu-  laiiiili('!> 

(iiip  iiynnni  in(>  assisiani  c' (>i  l>riKliis)....l)iii  ini- Mil'  l!IS(ls  and  Hili'K,  ilu'  ,    kii.ii         i   hitj   ii    ■      ■  .  , 

'     '  II     .  I  .  ,  ,  l)iiw((n  and  Jamiaiy  l'.J7.1  Undci  iliis  piouiaiii  cIiuiIjIi  lainiliis  sic  m<- 

o(  ( iipaiu  V  III  piinlu  lioiisiiiu  lic  uan  ((>  ( naniic  —  iIk'Ic  w.is  a  pi  loi  iiy  1(11         i     i      i  .      ,  . 

,  I      III  I  I       I      I  ...  1    I  Miljsitli/cil    iiioiiKa.4is    at    piivalc    lending    insiiliiiioiis    ai    inicitsi  i.hcs 

laniiliis  displ. ufd  by  puolu   dc  vclopiiuni  ailuiiy.  hk  liuiiiig  iii.iiiy         ,         n    ■    ,       ,  ■  .  .  ■■■i>nsi  i.mis 

f      I  11-  »      I        I       .       1  •>iil''''ann.illy  l)(  lo\v  ili<- 111.11  k(  i  rail- (oi iiiiiiidlv  as  l()w  as  I  iM  it  i-ni I  M  lA  insinf^ 

l.iinilics  ICC  I  nil  ig  pi  I  III  II  .issisiaiK  ('.  A  poll!  y  ol  wn  i  ing  iioin  ot  i  iip.iiu  y  '  *  ■  "s       .is  i  pi  u  i  ni;.  i  i  i/v  insiii  t  s 

ilii'  iipwaidly-nioliilr  l.  adt  isliip  f.imiliis  as  ilit  y  k'.kIkiI  .oniiiui.  d  il''  '"'''^^      ■''''h'-'VM''H"i<  ipaiing  liiiilns  ilii  ilifliiriur  bi  ivviiii  ilir 

OK  npaiii  y  iiiioinc  liiiiiis  also  i  oiili  iliiiicd  lo  ihi-  shill  in  ok  iip.mi  > ..  .In  I'''"'  '*>  '"'iiow.  is  .md  I  lie  in.iikii  iiiliiisi  laic.  I'lii-  23.'i  piogi.ini  w.is 

111, iny  ( ascs,  piililii  lionsing  admission  limits  wt'ic  iioi  adjiisird  lo  k('(  p  ■.iiipi  iidi  il  in   ll)7.'i  due  lo  .i  liigli  lair  of  lot t-i  losiiii-s  and  adminisii.iiivr 

p,i(  ('  wiili  till'  I  isc  ill  nil  onic  in  ilir  ci  oiiomy  griiri.ill> ,  wiili  ilit  i  t  sii  li  di.ii  pmlilcms,  Inn  it  w.is  ii  N'ivcd  in  ,i  ii- vised  loi  m  in  ()<  loliei  I  l)7.'j  In  lis  pieseni 

|<iililii   lii»iising  lieg.m  to  seive  an  ini  leasmgly  lowei  poiiioii  ol  ili<  loiiii,  die  piogi.im  is  .iinied  piiinaiily  at  inoilei,iie  niioine  lainilies. 

(ligil.le  iii.ome  i,mge;  die  iiiedi.iii  in.omeol  piililu  lioiisiiig  n  sid.  iiis  I  lie  iaiiiieis  I  lonie  AdiiiiiiiMiaiiim  ol  ilie  U.S  l)ei)amiieni  ol  Agi  iiultiiie 

,,,s.l.yoiily;Uipeli.nilio.n  l%L'tol!)70(lloni5-  IL'l.oV-','.'()(l).wl.il.  die  ,,|„„„is,e,s  a  siniilai  piogiain  (Fii.l  lA  .Seilion  W>)  fo,  lainilies '  livini,  in 

iiH.lian  iiuo.i.e  loi  Unued  .States  l.oiiseliolds  iiuie.ised  l.y  I.VI  p.  i.e.u  .„„„„„„i,„.,  „,  |,,,  |0,000  popniaiion 

(hoiu  ^'^.M[>  to  $!).H(i7)...Many  ol  llie  i  iiiieni  piohlems  l.ii  mg  piiMi.  '  ' 

liousing.  Ijotli  iioiiomit   and  social,  iisiili  liom  the  ili.mge  in  iis         linil  Siiftl/lt  incnl',  Sa  [uit\  101  of  ilu-  lyif)  Mousing  Ati  rsUiljlislied  .i  k  in 

o(  ( iip.mi  y  ( Joiii  nal  ol  I  lousing  197H:  182-  IH.^.)  siippli  iiieiii  piogi  .iiii  loi  i  eiiain  low-iiKome  lionseliolds  iiii  lulling  the  eldi  i  ly, 

l.iinilies  living  in  sidisi.iiidaiil  lionsing,  lainilies  ilisplaied  lioin  ilieii  homes  hy 

^i.M  iiiiiii  nt.il  .Kiion  Ol  ii.itiiial  dis.isteis,  and  memlx-is  ol  the  ,iinieil  loin  s. 

In  spile  ol  the  \  ei  y  set  ions  pi ohiciiis  now  (  onli  oiii  ing  piihl K  .md  suhsidi/d!  I  lniiseliolds  |>.ii  til  ip.iting  in  this  piogiam  p.iy  either  2.')  pen  en t  of  then  iiu  omes 

housing  II  would  not  he  ,ii  c  iii ,ite  to  pot  ti ay  these  pi ogi  ,iins  ,is  ,il)soliiie  l.ii Imcs  oi  .U)  jjeii  em  ol  the  m.ii  ki  t  leiK  foi  theii  housing,  wliu  hever  is  giealei  Tlif 

Although  ilie  delanli  and  loiei  losiiie  tales  lot  ledei. illy  suhsidi/ed  housing  ,ii,  lidci.d  goveinmeni  ji.iys  the  leiii. lining  portion  of  the  rent  diiedly  to  the 

exiieiiicly  high,  ihe  iiiajoi  ily  ol  these  devclopilleni s  .tie  noi  in  del. mil  ,iiid  iiiuv  ii.iila  ip.iling  l.mdloid.   The  leiil  su|>plement  piogi.im  has  heen  used  only  in 

.lie  pioMilmg  impioMil  housing  lor  the  inodei.iie  income  l.imilies  ilic  y  wcii  oiiiiimciion  with  new  oi  lehahiliiated  housing  developitl  iiiulei  l'll.\  insnieil 

intc'iicled  to  SCI  \  e.  The  i  ond  I  lion  ol  pii  1)1  ii  housing  \'.ii  les  i  c  uisidei  ahly  liom  i  ir,  piogi.iiiis,  p.ii  i  ic  iil.n  ly  the  Sei  ttoii  2."{(i  piogiam.  It  is  .i  lelaiively  sm.dl  piogiain 

lo  ciiy  so  II   is  dilliiiili  to  ohiain  an  aniiiaie  piciuie  ol  die  piogi.mi  \sliuh  seiveil  a  loi.il  ol  ■i\,bTH  families  dm  ing  the  12  iiionih  peiiod  ending 

pel  loi  1 1  Kmc  e  n.u  ion  wide'.  1  lo\vevei .  fill  1)  oilic  i.ils  iioie  that  the  most  dillu  iil  Sc  pK  iiihci  107  I  (U..S.  Dep.  of  lionsing  ,ind  Urh.m  Developmem    |  ')7i).i  H'l) 

iiioic  c  Is  ,111'  iisu.dly  loc  ated  in  lai  ge  nietioiiolilan  ,ile,is,  .md  ili,il  the  iiiouiaii       i^„,..,lii,  ,  ,        .....<vj    i  .i     m.  r  i  i  .  .  ... 

,        ,  '  ,  ,  ,  ''''''^'''.^'-^<« '''>•' -^-5  <>l  the  l!)(..0  I  Iciiising  Ai  1  auilii)ii/eil  IcK.il  piildii 

has    been    le.isoii.ihly    suciesslii     in    Sina  I'l ,     ess    popidous   comiiiuiiilK  •  ..,,,i,,,,;   i  .  ■.        ■  ,  .  , 

'  .  ■  ,,,,,,,      ,  <  >^''-l"i.4  lioiisiMg  on  the  private  ni.iiket  hit  use  .IS 

(C.h.ipm.m  iniemew,  I  his  is  signi  u  .nil  licc  aiise  ne.ii  y  i.i  O  .i    iiii  i  i,      ,  i,    i„., ii,:    .  ■  i 

,  ,  ,  ^  ,  ,  ,       .  l-'il'l''  "''''^'''.^  l»'''giam  W.IS  ie|il.i<ecl  III  l!)7l  hy  the  .Seition  8|»ioui.im 

hciiisiiig  iiiiils  .lie  UM  .ileil  in  (()iiimuiiilies  Willi  popiil.ilionso    C  SS  I  i.in  OO.ddi     .,  i  ,,.,i..,i  i  .  .i     .       i  i  ,  . 

,    ,,,  ,,,^„    ,  ,,  '    '  '^liiili  |>lovided  loi  the  involvemeni  ol  loopei.ilives,  iionpiofit  .md  limiK.I 

Omnal  ol  I  lousing,  l!)7.i:  IHl).  ,     ,  ...i  i  i      i  i  i  • 

'  .luicldul  (oipoi.iiions,  and  locil  lionsing  .nitlioiities  .is  spoiisois.  I'ndci 

,  I,  r      ,  .  «.    .  ■  •■•  "o*""""- "^''^''•'■"■•I'ousingiinitsiiiieitiliedpiojiits.indsuhsidi/istlK  iciits 

Oilier  l  edei.d  I  lousing  I'logi ams  lor  Low  and  Mcidei  ale  Ini  omc  1- ami  les  ,i    ,  ..,,)        i...  ,    ;.,  .  i         ■  , 

^  .il  low  .iiicl  modi  1, III  iiic  ome  leii.inis  lo  .dioul  the  s.iiilc-  digue. is  the  .Set  iioii  101 

,,,,     ,    ,      ,  ,  I        ,     ■      >  i>  Ml  siipplemeiii  piogiam.  New  .111(1  leh.ihdiiaicd  housing  (  .111  he  dev.  lojud  in 

I  he  lidc  i.il  goveinmeni  .ulmiiiisiei s  a  nuinhei  ol  oilic  i  Iiousiul;  |)ioui,iiii  ,  ,;  ;,i  e    .       u  i       i      i  ,.  . 

,     ,  ,      ',  c       I  I    .         I  ■  '  .''i'|i''''<'<'ii  witli.Se(ii.)iiH.I)iitd.veli)pcrs.iieii.»iiii.dly  leininedtooht.nntluii 

loi  lci\v  .inci  iiiiicleraU' iiuciiiu' l.iinilic's,  iiu  lulling  a  lo.m  and  gi.iiii  pioei.im  lu         ,  .,  .,  ,  .i  ■       .  ■ 

,    ,  .,      .  I     1      I    I  I  O'l'''"' 'I'K  «>ii  ihi-  piiv.ite  iiiaikci  ()liin  withoui  heiielit  (if  I  II.V  moiiii.iue 

housing    i(  li.iliilit.itloii,    a    siilisuli/ed    hoiileownei  sliui    pi ou i  .n ii.    a    ic  ii  i  i  i  i        i  ■      .  ... 

.  1111  ,     ,1  ,  ' '''•'''i'''y  <»'  "'i'ln  'I'  veliipi  is  t()  .iht.iiii  a(lei|u.it(  liii.in,  nii;  h.is 

supplc  iiieiil  piogi.im,  ,mcl  .1  Ic.iseil  housing  pioiji.im.  l'oll^>u  iiiun  is  .i  hiin  i    i  .    i       i         i  r  .  . 

,  '       ,  ^'     ^  Ht^.'  ^  .iiiiMisly  hnicleied  piodiic  lion  of  new  housing  iindei  ihis  pioui.mi  .md  .IS  I 

(U  se  I  Ipl  loll  ol  e.ii  h:  ,  I  .1     I  .,  '  .  I  --s 

II  >i"li,  iiiosi  ol  I  Ik  .S(  ( lion  H  monies  .iiei  uiiently  lieliig  used  to  suhsnli/(  i  enis  in 
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(■\i-.mm  lioiiMiii;.  As  (il  M.iy  Ml,  I'.)?*'),  only  l,lf>()  new  iii  slll^^l,lllll;llly 
II  li.iliilii.iU'd  lioiisiiiL;  mills  III  11^  piojcds  liad  Ix'cii  leased  and  (ii(  U{ii('d  iiiidd 
tills  |>iiii4i,iiii  ii.iiKiiiwide.  A  loi.il  of  2!i,()(>'l  (.'xislini;  iiiiiis  in  I  1 1  pKijei  is  li.id 
l)<  (  M  Ic.ised  as  ol  ilie  saiiie  d.ile  ( I  IoiisIiil;  and  nevi  lo|)iiieiil  i<.<  |)<)i  lei ,  l'.)7():  ().'')) 

1(1  liiielly  siiiiiinai i/e,  (lie  llniled  Si. ties  lias  made  si^iiilKaiil  |ii(i,i;iess  ovei 
ilie  |iasi  several  decades  in  impiovint^  llic  cjiiality  oT  llic  nation's  housing  sux  k 
and  iiK  leasiiiL;  liotisiiit{  oppoiimiiiies  (or  iiiillioiis  ol  Aineiicaii  lamilies.  I'lii 
ledeial  f,ovei  nnieiil  lias  played  an  iinpoilant  lole  in  lliese  .u  t  oiiipl isliiiieiii'i 
lliioiiL^li  llie  s|>oiisoi sliip  ol  pioi^iams  and  polities  wliiill  lia\e  lestilled  in 
iiu  leased  lioineownei  sli ip  .iinoni;  miditle  and  iifipei  iiK  oine  lanii I  les. 

I(y  xiiiiiasi,  ilie  ledeial  i;ovei  nmeiii's  a(iein(>is  to  iinpiove  ilie  (jiialiiy  and 
iiK  I  ease  llie  (|iianlily  of  Iioiisiiil;  av.illalilc  to  l(jw  and  inodeiaie  liii  oine  laiiii  lici 
lias  iiiei  Willi  only  modest  siii  u  ss.  I  luis,  27  yt'ars  after  Cloiis^iess  esialilislied  iln 
naiional  t;oal  ol  ii  detent  lioine  aiui  a  suiial>ie  living  eiu  iroimieiit  loi  evei) 
Aineiitaii  lainily,  millions  of  poor  people  in  this  (oiiniiy  (ontimie  lo  live  m 
stveiely  deleiioiated  and  oveniowded  houses,  siiiioimded  liy  neii;hl)oi  IkkxK 
wliiili  aie  iii;ly,  iins.ife,  ,iiid  devoid  ol  essential  seiviiis. 

rile  l9liK  lloiisini;  At  t  was  expet  ted  to  have  a  inajt>i  impati  on  tliesi 
piohliins  lliioiii;li  the  tlevelopment  of  six  million  new  and  lehaliililaKd 
lioiisini;  units  lor  needy  lamilies  within  a  10  yeai  )>eiiotl.  Ilowevei,  atlu.il 
piodiiilioii  never  tame  t  lose  lo  that  }{oal.  At  the  lime  ti(  the  lioiisini; 
moialoi  iiiiii  in  ll)7H,  slii^litly  inoie  than  l.li  million  siihsidi/etl  ntiits  liati  heen 
(oinpleteil  as  a  lesiilt  of  ihls  lei;islalion. 

I't|iially  as  tlist tiiiiat^iiif;  has  heen  the  pt>tir  peiloim.inte  of  many  lioiisiiii; 
tievelopmeiiis  alie.itly  t  oiisti  tit  led  with  gtjvermneni  assistante.  I'lai;iietl  h) 
seveie  iiiiaiit  iai  aiitl  sot  iai  piohlems,  an  csiiinaieti  LIO  pelt  ent  t>f  Set  lion  2'i'iaiic 
,'iO  )>ei  1 1  III  of  Set  tit>ii  22 1  (tl )(.'})  piojet  Is  arc  expet  led  to  he  forei  losed  tliii  ing  iht  ii 
fiist  10  yeais  of  tiperaiion.  Other  public  anil  siihsitli/etl  |>iojetts  havi 
tleleritn.iietl  to  ilie  ptiint  wheie  they  are  iit>  lt)iii;ei  piovitlin^  eiiliei  deteiii 
lioiisiiiL;  t)i  a  tiesiiahle  eiiviioimieiii  ff>i  iheir  resiilents 

i'he  Set  lion  .'{I2  (rent  siipplemeiii)  anil  Set  lion  H  pitii;ianis  have  piovidtc 
oil  III  foi  Ills  t>l  lit  )iisiiit{  assistant  e  to  low  aiitl  mtulei  .ite  iiit  ome  lamilies,  liiii  ilin 
fai  they  have  not  hati  a  si^iiifit  ant  impat  i  on  the  nation's  hoiisini^  piohlem  ii 
terms  of  the  iiinnher  t)f  housing  iiiiiis  pit)tltitetl  tii  hoiiseliolils  seiveti. 

NtW  l>lt(K:itAM  AI'l>K()A(:ilt.S 

Wlieie  ihen  tloes  the  nation  140  from  heie  in  its  atleiiipis  lo  pio\  ide  tieteiii 
housing  foi  low  antl  inotlei.iie  i lit  ome  f.imilies?  Sinte  ilie  hoi  1  si  1 11;  moialoi  inn 
was  iiiipt)sett  in  l!)7.'i,  the  fot  lis  has  shilletl  lalliei  diaiii.itii  ally  fioin  .ippioat  he 
whit  II  emphasi/e  new  ttinslint  lion  to  those  whit  h  seek  10  iiiipiove  and  Im  iih 
nlili/e  the  existiiii;  housing  stotk.  The  toopeialive  lonveision  appioail 
t  01 1  It  iiles  with  iliis  treiul  l>et  aiise  il  aims  at  impioviiiL;  exist  iiii;  leiiial  jnopei  1  u  , 
|)ai  I  It  iilai  ly  those  tlevelt)petl  ft)r  low  antl  moilt  iate  int  ome  lamilies  iindei  di, 
l(  (It  i.il  snhsidy  pittt^iams.  Other  appit)at  lies  whit  h  fot  us  on  isinij;  hoiisini; 
iiK  hull-  an  l^xpeiimeiiial  floiisini;  Allowante  Pio^iain  (I.I  IaI^)  sprniisoicd  li) 
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IIUI),  nihan  hoinesie.idiii^  pio^iains.  antl  loi  .d  ly  ■  1  nil  i.iii  tl  neinhl)oi  liooii 
piiseivaiioii  pioLjiams. 

l:x|>eriiii(-nlal  llousiiifj  Allowanit  l*rt>i{rain  (I  IIAP) 

I  loiisinf4  alio  want  is  were  oiiKiiially  pioposiil  hy  the  Nixon  atlm  iiilsli  al  ion 
.IS  .III  .iIk  in.iiive  lo  tin  letleially  snhsiili/i  tl  t  onsiriit  lion  piot^rams.  Uiidei  this 
.ippio.K  II,  t.iiiiilii  s  withm  teitaiii  iiitt>me  limits  would  he  pioviilni  witli  tliut  t 
t.ish  Kiaiits  whit  h  I  hey  woiiltl  he  expet  led  lt>iise  It)  help  tleliay  ex<  essi  ve  <  tists  on 
dull  exisiiiii^  homes,  01  to  ohlain  titteiii  alteiiiative  hoiisiiif^  on  the  piuate 
III. II  kel. 

•  III  oitlei  to  lest  the  fe.isihilily  and  elfet  liveness  of  the  liousiiig  allt>waiue 
,ippio.iili,  mil)  initialed  an  lix|x-riinciiial  iloiistii^  Allowaiiec  l'it>i;iam 
(iJIAI')  III  12  ( iiit  s  III  lf)7a.  I'hrcf  separaie  tx|>ciimeiiis  aie  Ixiiif^  rontlntietl 
uiidei  the  KlfAl': 

(I)  I  he  demanti  experinieiil  is  teslliig  the  effitis  of  17  tliffeieiit  foiiiisuf 
Iioiisiiil;  allow.iiite  on  ilie  housing  t  hones  of  2,5)00  hoiiselioltlb.  (2)  The 
supply  experiment  is  .iii.ily/ing  iht  it  spouse  t>f  the  honsim;  inai  ki  t  lu  a  fiill- 
s(.ile  hoiisiiiK  .illow.inte  pioKram.  (M)  The  adininistraii vc  experimeiii  is 
tdiiip.ii  iiig  antl  i  vahi.iliiig  vaiioiis  appio.it  lies  foi  .idmmistei  im;  the  pm- 
gi.iiii  (U.S.  I)e|).  of  I  lousing  antl  Dihaii  Development,  l<J7():  2-1). 

I  map's  1'J70  upon  to  Congiess  iiulifaies  ihai  ihe  lioiisiiif'  ailtiwaiuc 
.ippio.u  II  has  hi  en  well  it  teived  in  10  t>f  the  12  pariicipaiiiig  (iimiiiiinities,  th.ii 
.Kliiiiiiisiiative  .iriaiigi  iiUMis  for  ihe  piogiam  aie  woikahle,  antl  ili.ii  piogr.iiii 
eiiiollt  t  s  h.ivegenei.dly  heen  ahleloiope  in  the  housing  m. 11  kel  to  set  nietit  t  t  in 
housing,  alihoiigh  iiiosi  eniollees  have  used  iheii  allow.iiit  e  p.iymeiits  10  lediit  e 
extesstostsoii  iht  ii  existing  housing  laiher  than  loohiain  alieinative  ht>iising. 
(  he  leptJit  .ilso  noies  th.it  allowaiue  payiiieiils  h.ive  h.id  litileor  iiot  ffeti  on 
piKCb  in  the  lioiisnig  m.iiket.  .mil  thai  ilieic  has  heeii  little  movenieiii  hy 
( iiiollees  fioiii  Ihe  teiiii.d  t  iiy  10  the  suhinhs  (U.S.  Dep.  of  I  lousing  .nitl  I  i|l..iii 
Dcvelopmeni,  l'J7():  (i-M). 

An  adet|iiaiely  (imtletl,  naiionwiile  housing  .illowaiite  [jiogiam  woulil 
piohahly  he  iht  most  effeiiivc  way  to  assist  the  many  millions  of  nettly 
,\iiieritai)s  who  have  extessivc  housing  costs;  it  would  also  open  up  .1  ninth 
liioatler  i.inge  of  housing  oppt>Himiiies  10  the  part  it  ipaiiiig  families.  I  lowevei. 
.1  |)U)gi.iin  of  this  m.igniiude  woiilti  ohviously  he  extiemely  expensive.  In  l'J72. 
.\iiili()iiy  Downs  (l'J72:  l()-17)  estim.iitd  the  .iiiniial  tost  ol  a  iiationwitle 
lioiismg  .illow.mte  piogi.im  at  nioie  than  J7  hillioii  antl  timt  hitletl  ih.it  this 
.i|)|)i().uli  woiilil  he  sigiiiln  .mtly  iiioit  t  xpeiisive  ovel  a  10  yeai  |k  iiotl  ih.iii 
Idlti.illy  assistitl  tonsil  lit  lion  piogiams  sut  h  as  Set  lion  23<j.  In  ailthiioii. 
Rnhiil  VVt.uti  (1070:  2IK-2'iO),  humer  U.S.  .Setieiaiy  of  Housing  and  llihan 
1)(  VI  lopmeiii,  h.is  w.iiiitti  thai  a  laige  st.ile  housing  allow.iiu  e  pii>gi.im  iiiiglit 
h.ive  .1  d.iiiiagliig  i  llid  on  ilet  lining  iieighhoi  hoods  hy  at  t  t  iei.iling  iht 
.ih.uiilonmeiii  ol  housing  in  these  .iieas.  He  letominends  a  moie  h.d.mml 
,,|,).i(.,ii  h  eiltoiiip.issing  housing  allow.imes,  neighlioi hooil  levil.ili/.iiion 
|ii.)i^i.ims,  ,md  .1  ( (iiilinu.ition  of  plodiit  lion-oi  u  nit  tl  snhsidies 


t 
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I  l(iilU'r)l('.l(til)t> 

liili.iii    111  niiciltMcliiii;    pioi^i.iiiis    involve    (he  ol    .ili.iiiili  iiud,  l.u 

(Id  III!  1 1 II  1 1 1  I  >H  i|  )i'i  ( ich  III  |)i  i\  .III'  (  1 1  i/cns  1 1 II  ,1  SI)  1,1 1 1  ice  nil  I  lir  <  i  mil  1 1 1<  in  i  li.ii  i  Ik 
lii'W  invnci  liiini^s  llic  |iiii|irily  ii|i  to  (odi'  sI.iikI.ii (K  :in(l  i»iii|iii's  il  Ini  .i 
s|ii'(  ilicil  |)('iioil  ol  innc,  tisiiiilly  iliici-  lo  live  yi  .iis.  li.ilinniiii',  l'liil.i(li'l|ilii.i, 
.111(1  \\'ilniini<ion,  Di'l.iwaic  wcic  .inuiii^  ilir  liisl  ol  ni.in>  iii,i|iii  (iius  in 
(SI, I  III  I  si  I  |iioi4i.iinb  ol  lliib  lypc  dm  iii^  lliccai  ly  n)7lls.  Win  Ic  lionirsii'.iilinL;  will 
lindoiiliK  (lly  lii'iu'fil  sonic  low  and  niodcialc  iiuoinr  laiiiiliis  in  drsii',n.iiril 
ii('Il;IiIioi  lioods,  it  is  mil  |ii  iiliai  ily  fo(  used  on  soK  iiii;  I  lie  lioiisini;  |iliililriiis  ul 
pool  |i('o|il('.  litis  w.is  (1 1 1  pi  I, IS  i  zed  liy  Paul  Hiopliy  ( I  !I7  I )  ol  AC,  IK  lonsiiii; 
in  icsi  iinony  lii-loic  ilic  (  loininiitcc  on  I  li  liaii  All.iiis  ol  i  lie  I'ciinsylvani.i  I  loiisi 
ol  Rcpiisini.iiivi's: 

III  iu'il;IiIioi  lioods  wlu'ic  ali.iiidoiiiiu'ni  is  noi  cxiciisivc,  liiiiiK-sic.idinL; 
in.iy  pioM'  lo  Ik'  iIu'  polii  y  wliu  li  is  able  lo  in,iini,iiii  si.iliiliiy  oi  even  Ini  ii 
.iioiind  I  he  psyc  liolot^y  ol  iiivcsdiR'iii  in  a  n(-i.i;lil)oi  liood  lioin  pcssiinisiii 

lo  opi  IIIIISl K  . 

Most  oldci  (  iiics  have  (laiisilional  ncii^lilioi  lioods,  olicn  (  lose  lo 
dou'iiiiiu'ii,  .iiid  111  i^ood  ai(liiu-(  iiiial  dcsii;!!,  wliuli,  due  lo  ilic  •ii^iiit^ 
|)io(('ss  .111(1  nci^lilioi  hood  population  ( liaii^cs  li.uc  lost  .ipjicil. 
I  loincstcadiiii;  may  In-  .m  (-lenient  vvliiill  liiinL;s  people  into  lliese 
iii.ii  i;in,il  aie.is. 

I  loiiK  sii',idint{  is  not,  iiowevei  ,  a  |>io.L;i.im  loi  ilie  pool.  I 'suit;  a 
liypollielK  .il  ( ,ise,  li.ised  on  l.mi^uaKe  ( ill  i  eiil  ly  in  I  lie  lii  II  ( I'emisyh  ani.i 
I  liiiise  liill  I7()H:  llrli.m  I  lomesieadini;  and  Reli.iliiliiaiioii  Ai  I  of  11)7  I), 
assume  a  unii  ie(|iiiies  SI^>.('U()  i eh.dii liiat ion  work  and  ill. it  llit  low 
iiKoine  liomesle.idei  (.in  pio\i(l(-  $.0,000  woitli  ol  s\V(-at  t'(|iiily. 

He  (jl)i. litis  a  510,000  lo.in  at  Ci'f'o  for  20  yeais.  His  iitoittlily  in()iif;af^(- 
paymeiil  is  S7I.I10.  Add  to  tliis  piopeily  l.ixes,  iililily  (osis,  .md 
m.iinienaiu  (-  cKpendiim  es  and  the  tot. d  is  .in  esi  im.iied  ^  I  10  m  .dim it  .Wi 
ol  an  iiu  (line  ol  (7,000. 


Nciglilidi  liiiixl  I'l  cs(-i  vaiidii 

NeiLjIilioi  III  Mid  piesei  v.ilion  pioL;iams  seek  to  i  evii,il  i/i- (le(  liiiijit;  iesidenii,i! 
aieas  liy  iiiipiovin^  llie  existin.ii;  Iioiisiiil;  slmk  ,iii(l  iipi^iadiiii^  ,L;eiieial 
lleit^lilxil  hood  ((inditioiis.  'i'he  levilali/atioii  jiioiess  is  ii.sii.dly  licbi 
ai  (  omplished  tliioiif^li  a  ( (iinpieheiisive  pid^i.im  appioaeli  iiu  oi  jioiai  ini;  tin 
lollowmt^  k(-y  elements  (Alilhi.indl  and  Ziinmei,  l')7():  22,  2;5): 

—  nesii;ii,iiioii  of  .i  iai,L;(-t  nei,i{li hoi  hood  wiih  .i  Iii.l^Ii  le\  ('l  oi  hoiiK-ownei- 
ship,  not  nil  tie  than  2,000  si  I  IK  lines,  and  .1  I  ions  I  ni;  si  o(  k  |ij^i,u  1^  (le(  liniiii.; 
hill  mil  sr\(  Il  ly  delei  loialed. 


—  A  sysleni.ilii  (  ode  eiiloK  eiiu-iil  pi  o,i;l  .nil  In  iii.ike  <  ei  l.iiii  I h.il  ,il I  piopei  lies 
III  the  l.il.L;el  iieii;lihiii  hood  (holh  ou  ik  i  oi  (  iipied  .md  him  sii  ii  owned  t  u  ill 
III  liioii,L;hl  lip  III  iiiiiiinmiii  IkmIiIi  and  sah  ly  stand, iids 

—  Siilisiili/ed  111, Ills  ,iml  141, nils  In  eii,ilile  low  and  model. lie  iiiiomi  home 
iiU'lKIs  lo  111. ike  iieiess.iiy  li  |i,ills. 

—  liivoK'eiiu-iil  ol  ptivale  lending;  institutions  to  eiiahle  the  sponsotiiit4 
.ii;i  IK  y  to  siieii  11  limned  piihlti  diil l.ii  s,  .mil  lo  eiisiii e  I  hat  |)i  i  vale  1 11  i.im  in  14 
will  he  .i\ .iil.ililr  III  lesidenls  ,illei  llie  |iioL;i.im  h.is  lieeii  (um)ilel((l. 

—  I'lopei  /on  111)4  III  (  iisiiK-  ill. Il  the  K  sidenlial  (  ll.iiai  lei  ol  (he  m  i  14 hi ji  11  hood 
will  he  plolei  led 

—  I'lihlli  iiiipiinemenis  sm  li  .is  stiet-|  1  esiii  I.k  iii^,  sidew.ilk  .md  (iith 
liilpliiveiiielils,  llie  pl.mliiiL;,  .iiid  llie  inst.dl.ilion  ol  new  sliecl  liL;liliiit4 

—  Involveiiietil  III  neii^lihoi  hood  lesidents  to  help  eiisiiie  .k  (  epi.im  e  ol  the 
( I  ide  ei  iloi  I  eiiiriil  pi  1 1141  ,im. 

Ovei  the  p,isl  iiw  yi.iis  tiei^hhiit  hood  picsii  vat  ion  ptoi4iams  li.ivi-  sptiad 
.uiiiss  the  (  oiinli  y  .11  .1  i.ipidly  .u  ( eli  1  at  iii,i4  p.iie.  The  Hiinsing  .md  (  iomiiiimiiy 
|)(  velopmeiil  .\i  t  III  l!)7  l  ptovided  llu-  impetus  loi  many  ol  these  pioi4i,im>,  hy 
I  •,i.ilihsliiii.t4  ,1  new  method  lot  11l.mni11.t4  limdiii)4  Iiiiiisiiif4  and  (oiminmily 
ill \i  liipim  111  aituiliis  on  ilie  liii.d  level.  I'l  ioi  to  l!)7l.  loi.il  imisdiiiions 
IK  I  ivdl  II  (lei.il  hinds  lit  the  loi  in  ol  (  ale^oi  i(  .d  (4iaiils  vvltii  li  weie  geaied  to 
-.peiilii  pio,i4iaiiis  siiih  as  111  han  leiiew.d,  model  (  ities,  and  vv.itei  and  s<-W(-i 
piiijeds.  In  (mil  l  III  (|ii,ilily  toi  ilii  se  liiiids,  loi  al  (illi(  iais  It. id  to  (Usi^ti 
pi(ii4i,iiils  wliiili  i(  sponded  lo  t;iiiilelines  .mil  ohjei  lives  eslahlished  hy  the 
liilii.il  t4oveiiiim  ni.  l  lu-  l!)7l  .ii  t  diieiied  HUD  10  piovide  (omimmiiy 
ill  velopmenl  hloi  k  141  .mis  lo  slates  .mil  liii  .il  j  111  isilii  t  ions  wliu  li  had  pieviiiiisly 
p.iilit  ip,ileil  III  the  1 .1111401  i(  ,il  pi  0141  a  Ills.  I  liidi  1  I  he  liloi  k  141  ,ml  ,ippio,i(  It.  loi  ,d 
iilliii.ils  1,111  loiiiiime  lo  limd  existiiiJ4  <aiei4oii(al  pio^iaiiis  01  design  new 
piiii4i,ims  whii  h  lespoiiil  mine  dilei  tly  to  the  needs  ol  iheii  (diniiiiinities.  Many 

( iiiiiiimiiitiis  II I  eiviiii4  these  I  units  have  est. ihli  shed  lu  i^lihoi  hood  pi  (set  v  n 

piiii;i,ims  .IS  the  pi  nil  ipal  iiu  ans  lot  de.ilin,i4  with  the  housing  piohlems  ol  ilu  n 
jiiw  .111(1  iiioilei.ile  imiime  (aillilics. 

I  he  (liiel  liiiiii.iiion  of  the  nei.ijhlioi hood  piesei  v.iiion  appio.nh  is  its 
iii.iliilily  10  pun  ule  diiei  1  assi statu  (-  lo  the  niajiii  ity  ol  needy  lam i lies  who  do 
mil  own  then  own  homes  01  lo  tliosi:  l.imilies  ii-sidiny  in  seveiely  delei  ioi.iied 
iirii4lll>(>l  hoods. 


Nil  .Single  Appiiiadi  Can  Do  llu-  'l  (»(al  Joh 

(;ivin  die  pi(  SI  lit  vaiiely  and  (omplexity  of  llu-  lioitsiii^  iKcds  ol  low  anil 
iiiiiiiei.iK  I  III  mm  l.imilies,  il  is  exliemely  unlikely  th.tl  the  n. it  ton  will  lie.ilile  to 
,1,  V(  lop  ,1  silll4le  plm4l.illl  .ipplo.K  h  (  .Ip.llile  of  K  spollilm,l4  .illi  (|ll.ili  ly  In  .ill  ol 


[  H.J 

llicsc  lU'cil-i.  It  ii,  lIuTcloic,  cs.sciil ihiil  (((Ici.il  lioiisiiii;  poliiy  (oiiiiMiic  ii 
ciK  oiiip.is-)  ;i  wide  liiiiL;)'  ol  iiiDov.il i vc  |>i(>^iaiiis  mu  I)  ;is  iIiom-  dcsi  iilx'il  alxjsc 
K.iiliri  ill. Ill  <  (>iilli(  I  u'illi  one  anollit'i  ,  t-iic  li  ol  ilicsc  appio.u  lies  ih  duct  icil  at  ^ 
s|  >i  (  il  K  as|i('<  I  ol  I  lie  lioiisint^  |)ioljl(-in,  and  in  iiiobi  ^  ascs  <  aiiiioi  IolM(  ally  Ix 
i(|)laic(l  l)y  aiioilici  a|>|>ioa(li.  I'oi  cxamplf,  win  Ic  iicinlihoi  I  looil  |  ii  csci  vai  ioi 
|iioil;i.iiii->  I  ail  bf  circi  live  in  iiniiiovint;  lionsin.L;  (  ondiiionb  loi  lioiiicownci s  ii 
designated  aieas,  lliey  (aiinoi  he  iiiili^ed  lo  lielj)  l.iinilies  snilei  iiij^  lioin  a  liii^l 
lent  liuiden  oi  those  living  ii)  veiy  deteiioiaied  iiei^lihoi  lioods.  Siiitilaily,  lli. 
Sec  lion  2!!')  pioiiiain  is  desil^ned  lo  lielp  (Cilain  lainilies  piiK  liase  a  lioiiie,  hii 
pii-vioiis  lesiilts  of  (he  jjioi^iain  liavedi'iiionsiiaieil  iliai  lioMieowii('islii|>  is  not, 
siiiialili'  appio.uli  for  all  low  and  inodeiate  iiKonie  lainilies. 

riie  (oopeiaiive  Kjiucision  approach  also  lotuses  on  one  aspet  i  ol  ihi 
Iiousiiil;  piohleni  —  nnpioving  existing  disiiessed  iintal  piopeiiies  —  audi 
( oniaiiis  (ei  lain  disiiiw  I  advantages  not  piesent  in  oiliei  appioai  lies. 
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A  hoiisini;  (o<.|)  olfcis  iiieinhds  the  same  lieidoiii  lioni  iiia|oi 
iiiainienanie  woiius  that  itnial  lioiisnit;  olleis.  I  he  i  o-op  haiiilles  all 
iiiajoi  lepaiis  and  iiisliiand  .  I  lie  nidiviiliial  liotneovviii  i  nnisl  met  l  ihesi 
piolileiiis  hllilsell. 

Ill  one  lesped  a  honsini;  <o-f)p  has  a  spet  iai  advaniane.  Its'  nieinheis 
excK  ise  a  laineineasnieof  roiinnnniiy  (  oiiiiol.  M(  iiih(  i  s  wi  iie  leasoiiahle 
Miles  tlesif;ned  lo  keep  iheii  iiei^lihoi  hood  a  pkasani,  safe  and  decent 
place  to  hvc-.  An  indiviclnal  hoiiu  (.wiiei  has  no  jiiiisdic  iion  hc  yond  his 
own  |>io|)ciiy.  c  xc  epi  hy  appcalini<  lo  a  ccjiiii  oi  the  local  f^ovc  i  inncni .  A 
leiitei  has  no  coniiol  at  all. 


Facts  and  DcfinilioMh 


ADVAN  r.v(.i  s  (II  riii:  coon  ka  i  ivi:  convkksioim  ai'I'uoac  ii 

I'loponenis  of  i he  c  oopei  ative  c onversicjii  apjiioath  have  eiiiphasi/ed  tin 
c  oopei  alive  honsini;  coiiiains  c  ei  lain  h(iill-in  ec  onoiiiic  and  soc  ial  ad  van  1.1(41 
foi  low  and  inoderaie  inconie  families.  These  advant.iL;es  inc  hide  elii^ihility  fd 
lax  dc-diic  lions,  e(|iiily  l>nild-n|>,  coniinuiiiiy  contiol,  .ind  lediiced  ojH'i.itiii, 
(osis.  Tec  hniCio-op,  hu  .  ( 1  'J7  I),  a  Stain Icjtd,  Connec  lie  iii  In  m  v^  hii  li  spec  iali/( 
in  cooperative  c  on  version  of  low  and  incjderale  inc  onie  lioiisini;,  |>oints  ocii  ih., 
a  f.imily  cm  .uhieve  many  of  ilie  henefits  uf  hoiii  individual  homeownei sliif 
and  I  till  I  ni;  lliion(;li  a  housing  c  oopei  alive  wlii  le  .1  void  1 1114  ihe  dis.idv.inlai^esc 
either. 

In  a  co-op,  a  family  pays  only  wliat  it  uciiially  costs  loowii  ami  operate  its 
dwellini;.  hi  this  respect,  co-op  honsini;  is  like  inclividn.il 
homeowneiship.  Neither  the  co-op  nor  the  individn.d  homeownei  p.iys  a 
piolit  to  a  laniiloid.  Vet  in  a  co-op,  a  family  is  .ilmost  as  liee  to  moii-  to  .1 
distant  city  as  if  it  weie  simply  lentini;  a  lioiiie.  I  01  the  (o-oj)  iisii.dly 
accepts  the  responsihiliiy  ol  resale,  iisii.dly  feu  a  sin. ill  lec-. 

In  a  co-op,  a  family  cm  stay  as  loni;  as  it  leiii.iiiis  in  good  sl.indini;  hy 
p.iy ing  its  mtjiitlily  i liai ges.  ]''or  all  piac  tic  al  |>iii  poses  the  family  owns  its 
own  home.  Il  cm't  he  evic  ted  at  the  expiiaiion  of  a  leasi^^.is  it  c  onlil  in  a 
lenied  home. 

The  tO'Op  memhei  has  the  same  tax  adv.iiiia,i;e  as  .m  individii.il 
homeownei.  lie  cm  clediicl  fioin  his  taxalile  inctime  his  sli.iie  ol  the 
moiti;.ii;e  inieiesl  and  leal  estate  taxes  the  co-op  p.iys.  I  he  l.imily  ih.ii 
leiils  a  home  c  an  dediic  I  noiliing. 

In  a  honsmi;  co-op,  a  memhei  h.is  no  peisoiial  hahiliiy  Itii  the  moiig.ige. 

Ill  this  lespect,  it's  like  leniini;  a  home 01  ap.ii  imeiii.  [' liet  o  t>p  —  noi  ilie 

memhei  —  is  responsihie  for  paying  olf  ihe  moiig.ige  .inti  loi  dt.ilnigs 

with  public  agenc  ies,  just  as  a  l.mdloid  would  be.  i  , 

'1  ^ 


(  udfu-Kilii't  HotiMnii:  The  clisiinc  live-  c  haiac  tei  isiic  of  a  coopei.nive 
liuiisiiiK  cic  vt  lopiiienl  is  thai  it  is  owned  jointly  by  all  ol  its  rcsicleiiis.  I  hese 
l.iiiiihes  and  mdividn.ds  do  not  have  separate  mciriijagis  and  do  noi  own  the 
.iuilliiig  imils  ill  which  they  lesiclc.  Instead,  iliey  are  paii-owncis  of  the  entire 
.icvdopiiK  ni,  and  .iie  miiiiially  responsihie  lor  iis  overall  maintenance  and 
..pei.iiion.  I  iile  to  Ihe  piojjeiiy  is  held  by  a  noiipiofit  c  ommtmily  i  orporaiioii 
.111.1  e.ii  h  coopei.iioi  possesses  a  single  sh.nc' of  sloe  koi  .1  nieiiibt  1  ship  c  emfic  .iie 
nil  It  h  gives  CIC  h  jieisoii  the  s.ime  voting  power  in  c  orpoiaie  m.iiieis.is.ill  oiher 
cope  laiors.  This  voting  powei  is  iisicl  ))iiinaiily  toelec  1  an  nn|iaid  govcining 
Itu.iiil  comprised  ol  .1  siiiallei  iininbei  of  residents  whic  h  m.ikes  polii  yon  behalf 
(il  ilie  total  ineiiiheisliip. 

llie  goveiiimg  bo.ud  is  ies|)onsible-  for  hiring  and  suptivismg  the 
iii.iiiagemeiii  iigc  iil,  selling  ovei.ill  polic  ies,  m.niil.iiniiig  1  iiles  and  legul.ilioiis. 
iii.ikmg  moi  ig.ige  .mil  tax  p.iyme  nts,  planning  and  aiianging  loi  the  lin.inc  ing 
..I  i.ipilal  impiovt  iiK  Ills,  and  exeiiing  the  le.uleishipiiecessaiy  for  mainiainiiig 
,,ii(i  iiii|)ioving  the  fommiiniiy  on  a  c  out  imi.il  b.isis.  .Since  the  coopeiaiive  is 
.,|,(i.iieil  oil  a  noiipiolii  basis,  operating  siii|jlnses  must  be  letmneil  10  the 
inniilK  iship  eithc  1  in  the  lorn)  of  cish  p.iymenis.  iccliuc  il  monthly  <  haiges,  or 
i.i|)ii.il  impiovcnieiii  piojects  ih.it  benclii  the  entile  community. 

Couju-intivf  Coiwrtsion:  This  is  the-  jiiocess  by  which  a  conn  niion.dly 
iiwiK  il  .milopt  i.iietl  housing clevelojjme  iil  (eilhei  ))iibhc  tii  pi  u .ne)  istoiueilc  il 
Ml  .1 1  oopi  i.ilU'e  I  In  I II  It  i.i  live  c  an  come  lionl  the  ow  nei ,  the  ten. in  is,  01  .1  thud 
|,.iiiV.  Inn  .11  lu.d  loiui  ision  cm  t.ike  plate  only  whe  n  the  owne  i  is  willing  1,1 
..(  II,  and  most  ol  the  it  11, mis  have  elecleel  to  p.iiiit  ipait  in  the  c  oopei. iti\c- 

I'l  iKitil  Mdiuiiii  iii,  III  CoiliDriidoin  (  J'MC):  1  his  is  .1  v.iii.iiion  ol  the 
,<.<.|)e  laiive  e  oiivi  ision  .ippioach  in  which  it  sideius  aie  ni.ide  ies|MMisililc  Im 
ill.  m.in.igemt  lit  fnnt  iion  but  do  not  leec  ivc'  title  10  the  piopeiiy.  |"|ic-  I  .MC 
iii.xlil  IS  p.n  lit  nl.ii  ly  well  sniled  10  public  housing  piojects  .md  mhei  low- 
,,,..iiiie  tit  vt  I. .pint  Ills  wht  ie  it  sidc  iils  wish  to  get  iiivtdvecl  in  pidii  y  cit  e  isioMs 
lull  .lie  leliiil.iiil  01  iin.ible  to  m.ike  .1  lin.iiui.il  investment  in  the  pi.i|)eilv. 
I  \|(:\  .111  now  liiiii  ti..iiing  III  public  housing  piojtcls  in  Hc.sl.tii  (sc  e- c  h.ipic  i 
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.'}),  Si    I  (iiiis,  .iiiil  ill  IuiimIi((K  oI  hc  ini-abiimloiu-il  .ipiii iiikiii  Iuuiscs  in  Ncu 
Ciiy  (K<)I<kIii>.  M)7H).  In  .iddiiioii,  as  a  icsiili  (il  llu-  mkicssIiiI  iciiam 

III,  ^<iii<iii  |)ioi;iaiii  III  Si.  I.oiiis,  IIIU)  and  ilic  I'oid  loniulaiion  lia\i 

ittciiily  |)i()vidcd  T^L'O.H  iiiillioii  in  tsialilibli  IMCS  in  mxcii  |)iiI)Ii<  lioiisiiik 
|)H))(  <  Is  loi  airil  ill  ji  iit  y  taiy,  New  Jcisi-y;  Louisville,  Kciiiiu  k> ,  .W  \v  Oi  ii  aih 
I  .oiiisi.iii.i;  Uo(  licMCi ,  New  Yoik;  New  llavcii,  Oiiiiiut  lit  iii;  and  Oki.ilioiii. 
Cily,  Okl.ilKiiiia  (1  Iniisiiiii  and  I  k'vclopiiu  iit  Kcpoi  li  i ,  l!J7():  Id'.*)- 

Siiiniiiaiy 

Clliaplci  2  will  liacf  llic  liisioiy  of  toopcialivc  li(>iihiiii{  in  iliis  (onnii) 
iiK  liidiii^  ils  (  liionoloj^it  al  and  ^co^iapliii  .d  dc'V't'lo|ini('iil,  (lie  lypcs  ol  |K'o|iIi 
will  >  Imv'c  p.il  I  k  I  pa  led,  .11  id  llu  i;o.db,  ideals,  ,illd  pi  iiu  iples  ol  llie  (  nopei  ,il  i\i 

llll>\<'IIU'lll. 

(ili.iplei  !l  will  analyze  llie  pel  loi  iliaiu <■  ol  10  lionsini;  developnienls  Ijcloi, 
,ind  .illei  iliey  weie  (  onvei  leil  10  i  oopei al ivi's.  1  lie  s.iinple  in<  liidi  s  two  pnlilif 
and  two  war  lioiisint^  piojeds,  one  bnl)sidi/<'d  developineni,  and  li\i 
(ItAclopiiii'iils  previously  iiiidei  [irivale  owiieisliip. 

( Chapter  I  will  oiilline  (lie  main  steps  in  tlu'  i  liopei.il  i  ve  (  on  \  (  1  sion  pitx  ev 
and  ilestiibe  how  tin-  picxess  is  (iiiieiitly  liein.n  iiiipleineiiK  d  in  I'i  I  ishiii  i^li' 
I'.isi  I  I  ills  II  and  III  (le\elopiiienis.  Tlie  pi  iniai  y  pi  11  pose  is  lo  deiei  mine  llu 
(k  t^iee  10  wlii(  Il  te(  liiii(|nes  and  sliali\i;ies  ol  i  oopei  .11 1  v c  (  oiivei  sioii  have  hei  1 
i>ei  let  led  at  this  I  iiiie. 


2.    FA(TS  AUOII  r  COOPLATIVE  IIOIJSINC  IN  rilt  UNI  1  tl)  S  I  A  I  B 

l  ilt  IN  I  1  UN  A  1  lONAI.  (OOl'LK  V  I  IVIl  MOVLMKN T 

(  !oopeiaii\  e  honsini;  in  this  and  other  ( (uinii  ies  ie|>iesents  jitsi  one  seamen 
of  a  woi  Idwide  movemeni  whi<  h  iiivolveil  an  estimated  2\!^i  iiiillioii  people  n 
1970  (Nai.  Assn.  ol  I  lousing  (loopeiatives,  l'.)70;  (i'J)  and  an  <  iidiess  vai  leiy  n 
ai  1 1  \  ilies  ,111(1  eniei  pi  ises.  The  (  oopeiai  ive  nielhod  li.is  heeii  sik  <  ess!  idly  .ipplid 
10  sill  h  diveise  iields  as  iiiaiiiilai  tiiiint;  and  inaieiniiy  t  ate,  shop|)iiii;  i  enu 
de\eliipmenl  and  ediualioii,  niinini;  and  leleplione  seiviic,  1. 11  mint;  and  111 
leliiiin^.  Cioopeialives  ol  iIk  se  ,ind  other  types  ai<-  now  floiii  ishiiiL;  in  holli  lli 
developed  and  iindeldeveloped  nations  oi  all  five  (oiitiiieiits,  willi  lie.ihli. 
lepiesentation  fiom  all  i.u  ial,  lelii^ioiis,  anil  edinoiiiK  gioiips. 

11 101 1 14  h  cull  (  ooperalive  enterprise  is  independently  owned  and  (  oiitiollci 
hy  ils  niemhei  ship,  the  movemeni  as  a  whole  is  ahle  to  maintain  .1  sense  of  imih 
iliii  iiit;li  I  he  ,i(  I  ix'ii  ies  of  lot  al,  national,  and  iniei  iial  ion.i I  asso(  i.i lions,  whii  I 
pio\i(le  ediKaiional  pioL;iams  and  letlmital  siivues  loi  t;ioiips  invoUed  ii 
I'Msiim;  and  proposed  coopeiaiive  ventiiies.  IIii(iiil;Ii  tlx  11  illoiis  ilu 
<  oopi  i.iiuf  moyemenl  has  heen  ahle  lo  exp.md  inlu  new  (oiiiiiiies  and  lum 


piiiL;i,iiii  .lie, IS  III  an  ouU'ily  and  |ini  |>oseliil  in.iiinei 


MVI  N  I'KINI  IIM  I  S  or  ( OOl'KKA  I  ION 

I'liilliel  iiiilly  h.is  Ikcii  aillieveil  lliloiiL;h  dissemili.it  ion  of  the  "seven 
pi  mi  iples  ol  (  oop<'iallon,"  whi(  li  aie  ad  I  k-i  ed  10  hy  all  ti  iie  <  oopei.iii  ve  ^loiips 
ihioii^hoiil  the  WOI  Id  These  pi  iiK  iples  ,iie  h.ised  on  a  set  ol  opeiatioiial 
i;iiuli  lines  de\i  lopeil  in  IHI  I  hy  the  Kix  lidalc  So<  iely  of  Caeai  liiii.iiiifoi  iIk-ii 
I  ,)opei  al  I  ve  lood  ,11  id  <  loth  11  li;  stole,  llie  1 11  si  siK  1  essf  III  veilliiie  ol  ils  I)  pe  ill  the 
wiiilii  iD.iiienIx  ij^,  I'.ll!):  I.  2).  The  f-Miidelinc  s  weie: 

f  1 1  all  .uoods  10  he  sold  al  pievailiii.i{  mai  kei  pi  it  es;  (2)  all  mei  ( liaiidise  lo 
Ik  sold  ioi  (  ash;  (i)  memhei  ship  to  he  open  to  men  and  women  lei^aidlessol 
pal  ly  01  (  leed;  (  I )  one  vote  10  he  allowed  ea(  li  memhei  11  i^.iidless  i>l  shales 
ii\\'ned;  (.^1  lull  infoi  mat  ion,  h.ised  on  piopei  attoiiiiis  .iiid  audits,  to  Ik- 
pieseiiled  to  meniheis;  (l>)  inleiesl  payilieiils  loi  the  use  ol  (.ipit.il  |i>  Im- 
lesiiii  leil  to  a  I. in  leiiiiii;  (7)  fail  and  lioiusi  dealiiii^s  itj  he  m. untamed  in 
,i!l  hiisiness;  (K)  s.ivini.;s  lo  he  leliiined  to  p.iiioiis  in  piopoilion  lo  the  pat- 
iiiii.ige  ol  ea(  li;  {'.)}  a  poitioii  ol  ,dl  savings  to  he  used  lot  ediK.ition  .nid 
exp.insioii  (I ).in(  nhei g,  101!):  2). 

riiese  j^iiidel ines  have  heen  developed  into  the  seven  piini  iples  ol 
( iiiipi'ialion,  wliK  h  s<  I  ve  tod.iy  as  ihe  iindei  lyiiii;  philosophy  ol  tliet  oo|M'iative 
iiiovi  iiieiii.  I  hey  iiu  Inde  the  print  iples  ol  denioi  i.k  y,  vohini.iiy  paiiit  ipatioii, 
.iiiiiiiioiiiy,  eijiiiiy,  mm  ii.dity,  (iiiiveisality,  and  evohii  ion  A  hrit-f  dest  1  iption  of 
(.mIi  w.is  pi(s(iii((l  in  an  .iiiitic  hy  I'jiioiy  S.  ISo^.iidiis  (l!)i)l:  2T2!)): 

'f'hc-  DeiiiiK  racy  I'riiuipli-:  |ln  ((>opeiativi's|  an  iiit  le.isini^  device  of 
pailii  ip.ilion  .iild  .issiimplioil  ol  lesponsihllity  hy  e.u  li  meinlKr  is 
loiitmii.dly  soiit^lit.  C^oopei.iiive  demociaiy  iiie.iiis  tli.it  (oiiiiol  is 
disii  ihuii  <l  to  evei  y  ineinhel .  ( ioniiol,  ei  onomit  s,  sot  iai  ,iii(l  all  kinds,  is 
kepi  (II  I  eiili.ili/ed  jiisl  ,is  fat  as  indi\  idiials  will  at  iepl  the  responsihiliiy 
riie  Vohiniaiy  Prim  ijile:  Any  memhei  ol  a  |i  oopei.iiivej  m.iy  witlidi.iw 
,ii  .my  lime  ill. 11  he  may  <  lioose.  I  le  is  not  in.itle  llu-  vi(  lini  i>f  |>iessiiie  lo 
joi  II  01  II  I  sl.iy  III  1 1  he  owns  sli.ii  es  in  SIK  II  ,111  assoi  i.il  ion,  he  is  II  ee  to  h.ive 
Ins  invcslnieiil  leliiiiied  lo  liiiil  at  any  nine,  on  due  iioiiie. 
The  AiitoiKtmy  i'riiu  iple:  A  i  oopei.ii  i\ c  eiiiei  |)i  ise  seeks  lo  maintain  its 
iileiilily  .IS  .111  aiilonoiiioiis  enleipiise  hy  askiiii;  no  spet  iai  l.ivois  lioiii 
l;ii\  ei  iimeni  01  the  stale. 

I  he  K(|uity  Pi  iiitiplc:  The  pi  liu  iple  of  etpiily  is  loniid  in  llie  p.itioii.it^e 

I I  I  iind  pi  IK  ediii  e  ol  t  oopii  at  i  ve  .issik  la  I  ions.  I  Ills  pi  01  ediiie  is  one  ol  1  lie 
iiiiistaiidiii.L;,  li  not  llie  most  oiitslandiiiL;  iiiles  <jl  .k  lion  ili.it  w.is  put  111 
iipi'i  ,11  loll  hy  t he  Ko(  lid.de  I'ioneei s.  I  liidei  it  the  s.i\  mL;s  ol  a  hiisiiu  ss,  01 
llie  sillpllls  ovei  lot.il  losls,  .lie  iollsidei(d  Im  what  lliey  .iie,  n.miely. 
iiveii  II. lilies  lo  die  uinslimel -p.ltioils  who  hy  llieii  piiii  h,is<  s  h.ive  i;iven 
liie  01 1^,1111/. ilioii  ils  \'olimie  ol  htisiiless. 

I  lie  .Mnliialily  I'riiu  iple:  Hy  mniii.iliiy  is  meant  the  woi  kini*  liii;ellu-i  iil 

sell  1  espei  t  ini;  pel  sons  iol  I  he     k  kI  ol  .d I  pel  soils.  In  1  oopei.il  mi;  loi  1  he 
l;iiikI  ol  .ill,  piisiiiis  .lie  indlieilly  eniiihini;  llieii  oi\  n  lues  Iimi. 
llie  I 'ni\ ei  s.ility  Priiuiple:  |  I  his  piiii<iple|  me.iiis  tli.il  peisoiis  .nid 
i;iiiilps  I  mil  1  hell  l;I  e.ilesi  em  11  Imieiil  not  111  sell-i  elilei  ed  .imhtl  ii  ii  is  hi  it 

III  wiiikini;  tow. lid  i;oals  ol  iiiiiveis.il  mipoil.  lliiiveis.il  1 1  >opi  1 .11  ii >ii 
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(li  ,iv\'s  MO  .11       i.il  (libi  iiK  I  ion  on  im  v,  i  oIoi  oi  (  icc  ti.  Siik  i'  i.u  uil 

.uul  i('liL;ioiis  iiciili.ility  ol>iani  in  line  (dO| >c'i .ii ion  .i^kx  i.il ions,  ;ni 
('\,iiii|>li-  !■>  ti'i  loi  a  wi(lc--b|>i('a(l  ('ia(li< alion  ol  i.kismi  and  irli^ions 
I)Il;oIi  y. 

I  !)<•  I'vdliiiion  I'linciplf:  I  lie  ( ()o|»<-iaiivf  pnrKipIc  ol  i  \  ( ihii  lof lai  y 
l;i  ow'ili  IS  (  on(  it'lcly  and  liisloi  i(  ally  illnsiiali'd  l)y  ilic  dcvcloiiincni  ol  iIk- 
kotlid.ilc  So(  iciy  ol  l'l(|niial)l('  Pionci  is  iioni  L'H  ni<'iiil>i'i  s  ai  llu- 
l)i-,L;iiminj4  lo  over  SO, ()()()  iiicimIjci s  today.  I  ioin  out-  soi  iciy,  ilif 
(oopciaiivc  niovi'iiu'iii  in  Iti  Main  has dcvclojx'd  niilil  ai  picsciii  ilicicaica 
ihonsand  (  oopciaiivc  so<  ii  iics. 


OHKJNS  AND  CKOW  I  II  Ot  (:( U)I'I:KA1  I Vt  IIOHSINC,  IN  I  MIC  UNI  I  I  II  S  I  A  I  KS 

II  is  Mol  cnliicly  clcai  just  when  ami  wlicic  toopeiaiivc  lionsin^  fin 
ap|)caicil  in  ihis  coiinii y.  I'.lsie  Dancnbcrg  ( I'.)  I!):  I (i)  nates  ihc  l)c^innini;s  ol  ih 
iMovcincni  lia(  k  lo  the  Miidille  lUliOs  vvhei)  Rohcii  Owen  iiicil  lo  csiahiisli 
Utopian  soc  iety  at  New  Ilarinoiiy,  Indiana,  ami  |ohn  llniiiphiey  Noyt 
aileiupicd  a  similar  venture  at  Oneida,  New  York.  Uotii  men  oi^^aiii/ed  ilici 
(unnnnniiics  on  llie  basis  of  (:uopeiaiive-ty[)e  methods  ami  piiiu  iples,  hul  llu 
went  hcyond  the  st  ope  ami  pnipose  ufcoo|>ei alive  honsiiig  as  it  is  known  iod,i\ 
Owen's  exp<'iimeni  lailed  after  several  years,  hut  ihe  Onciila  lomnninii 
suivived  and  was  incorporated  as  a  stock  company  in  IHMI. 

Miss  Damnljeit;  (lyiW:  If))  also  reports  that  several  small  (oopeiati\ 
apai  iment  l)nildini;s  weie  opeiaiiiij!;  in  New  York  Caiy  hy  1M70  ami  in  (^hi< at; 
hy  ilie  eai  ly  IfJOOs  and  ihat  lai  L;er  st  ale  c ooiierative  develo|)meMis  existed  in  Sin 
l-'raiu  isto  and  Washinf^ion,  D.C.  as  well  as  New  York  hy  ihc  eaily  l',)20s. 

VVallatc  Oamplicll  (1971),  ])iesident  ol  the  I'oniulaiion  loi  Coopciatit 
1  lousing,  has  stated  that  ihe  lii  st  "ti  lie"  cooperative  dcvclopmeni  in  llu-  Uinic 
Slates  was  an  apaiimcm  hnildint;  (oiistrucied  in  1918  in  liiooklyn,  New  Yoil 
by  the  Finnish  I  lome  Hiiildim;  Assot  iation.  If  piessed.  Miss  Danenheii;  mit^l. 
siip|>oi  I  this  view  as  she  lelci  led  lo  the  Fiiuiish  apai  tnieni  house  as  "amom^  ||, 
first  lo  he  opei.ited  on  a  (oopcialivc  basis  wiihoui  puhli(  oi  |)riv.iic  siihsidy 
(1019:  1(1). 

A  lepoii  of  the  New  Yoik  City  Department  of  (iity  I'lannini;  (\\H>2)  aK 
siippoils  Ml.  CitinpheH's  siaiement,  hul  notes  ih.ii  the  l  innish  siiikIuic 
pic(cdcil  hy  luxury  coopeiaiives,  oi  "semi-(oopciaii\<  s,"  iiniiaied  iii  New  Yoi 
e.uliei  in  ihe  (cntuiy  by  jjiivate  developers. 

\Vh'.ie\'cr  .Ameiica's  tooperative  housing  movcmciii  hc^an,  iluie  is  liii 
douhl  ih.ii  its  liist  majoi  advaiue  (  ame  in  H)2(i  wiiii  ihc  dcvclopiueni  ol  V',i 
(  A>ui  il.md  I'ai  k  Apai  1  men  Is,  .i  1 ,7.')^  unit,  I buildint.;  apai  imciii  i  omplex  in  il, 
Hionx,  New  'I'oik.  .Sponsoicd  hy  the  Amalt^amaied  Cilolluni,'  W'oikeisi 
Amci  K  a,  this  was  the  lirsi  lai  tje  scale  jirojet  1  undci  taken  on  a  ii  nc  i  oopci.uii 
basis.  Il  was  piompicd  in  pan  hy  i)assai;e  of  the  .\'cw  Voik  Siaic  l  imiici 
Dividt  iid  Coi  poi.iiion  Ad  ol  I'Jliti,  whit  h  offeicti  paiiial  tax  ahaiemcm  k, 
hoiisim;  developed  and  opeiaied  foi  limited  piofii  oi  no  piolit  (R(  poit  of  i|, 
Nat.  ( :oimiussio/»  on  Uihaii  I'lohlems,  l'J(>8:  ISO).  Ihe  AmaiVMi-rt.iy^l  pi()i(, 


was  and  siiil  is  one  of  the  most  icmaikahlt  sm  ( ess  sioiies  ol  the  iiaiiou's 
(oopei  alive  housiiif^  movement.  Jeiiy  Vooihis  (  KJIil:  T2),  (  ban  man  emeiitus  of 
the  National  Asso(  i.iiirni  of  1  lousing  ( jiojx  iativcs  and  a  loiim  i  I'.S 
( (iii.i;i(  ssm.in,  dcsiiihcd  it  this  way: 

I  he  Amalgam. lied  pioj<(  i  iiiiiud  out  lo  be  a  biilli.ini  suki  ss.  Noi  only 
did  it  pi  ovule  good  housing  at  (onsideiably  lediued  lost.  it  i  leated  j  nni 
niigh  hoi  hood  m  the  midsl  ol  AmeiKa's  laigjsi « ily.  It  hi  ought  inio  hi  mg 
.1  iieigliboihood  in  whi(  li  lorums  aiui  let  tuietoiiises  won  III  Ik  held  on  .dl 
iiiamiei  ol  suh)e<  is,  wlicie  nuiseiy  si  hools  and  siimmei  tamps  would  he 
i)igani/cd  loi  <  hildien,  whcie  toopcr.itive  lood  sioii  s,  i  ledit  unions,  .uul 
illsiiiaiu  e  sci  vu  t  s  would  bcoig.mi/cil  by  the  m  ighbois  foi  mutu.il  hem  lit 
of  the  nci.gbboi  s.  (;.iid(  ns  and  shi  iihhi  i  y  .uul  vines  on  the  bi  k  k  buildings 
li.ive  (  i»me  to  be  pi  i/cd  by  ihcse  l.imilii  s.  And  pi  itle  in  .ippeai.iiu  e  .uul  in 
"keeping  up"  the  (  oopci.iiivcly  owned  piopciiics  h.nehi  Id  uiaiiilen.uu  e 
((•sis  lo  ball  wh.it  they  noim.illy  aic  in  either  i  onveniloiial  ■lamlloiils" 
it  iil.d  housing  Ol  in  |)ubli(  ly-owned  housing. 

Uiii  wh.ii  is  |)cih.ips  most  leinaikable  —  though  baldly  surprising,  leally 
—  .ibout  the  Ain.dgamateil  bomeowiieis  and  otbei  similar  gioups  who 
have  followed  in  their  footsteps  has  been  ibe  lecoid  ol  unbelievably  low  ' 
iiuiilciue  t>f  trime  oi  delin<|uemy  among  them.  .Seventy-five  pci<eni  of 
die  lamilies  now  lesideni  in  the  Van  ConitlamI  I'ark  homes  aie  en  bet  the 
s.iiiie  lamilies  oi  din  t  i  ilesi  eiulants  of  the  families  who  went  to  ibeie 
ill  l'J2().  Ami  there  h.is  yet  lo  be  letoidid  a  single  lase  ol  major  iiiiiu'  oi 
even  of  set  ions  jincnile  ilelin<|iien(  y  .imong  them. 

Ill  the  ye.iis  following  ils  inilial  smiess,  the  Aiii.ilgamaletl  union  spoiisoiid 
^(vei.d  oihei  t  oopi  I  alive  developments  in  vai  ious  pails  of  New  YoikCaiy.  Willi 
llu  an  ival  ol  VVoi  Id  War  il,  bowevei,  housing  i  onsirm  lion  of  all  types  t  .iiiu-  to  a 
viiui.il  si.uidsiill  ibioughoul  the  United  St.iies.aiid  it  wasn't  uiiiil  nilSih.ii  tbe 

iiiovi  iiuni  leg.iincd  its  pievious  vigoi.  At  lh.it  point,  Am.ilg  .ited  wasjoUK  il 

by  I  be  l.adii  s  (i.iniieni  Woikeis.mtloibei  ii.ule  unioiis,  a  number  of  large  i  ledii 
iiiiiiiiis,  and  sevetal  nisuiant  ei  ompanies  in  both  thespoiisoisliipaiitl  linam  iiig 
nl  (oopei.iiivi'  piojiits  (Vooihis,  lyiil:  7H).  Duiing  the  postwar  perioti,  !>.'>V.t 
iiiiiisol  loopiiaiivt  housing  were  tievelopeil  in  New  York  City  (New  Yoik  Ciicy 
|).|)  ol  Ciiy  I'l.uiiuiig,  lObI). 

I  he  United  Housing  roumlation 

111  ly.'i I,  the  I  liiiii  d  I  lousing  I'ouiid.ition  (IIHK)  was  oigaiiueil  by  Ahi.di.im 
I  K.i/.iii,  di<  iii  ui  i  bu  lly  lespoiisible  foi  promoting  ami  d»  \clo|>ing 
Aiiiiig.im.iicirs  I  iKipi  i.iiives  dniing  the  pievious  If.')  ye.irs.  Hill's  pimi.iiy 
|,iiipose  w.is  to  (  xp.uid  ihc  loopei.iiivc  bousing  inovcmeni  wiiliin  New  Yoik 
i  M).  |i|ili/ing  .1  lombiii.iiion  ol  dinit  moitg.ige  lo.iiis  fiom  the  .St.iieol  .N'l  w 
Viiik  .mil  ioiueniiou.il  liu.uu  ing  liom  h.inks,  iiisiiiam  ei  onip.um  s.  .mil  union 

|,(ll^l.|ll    lilllds.    lllls    oig.mi/.illoil    spoMsolcd    cigbl    loopei.iIlM  hnuslMg 
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(lev (Ic i| )ml•nl^  willi  .'!!^, !)()()  imiib  hclwicii  1!)'),')  ;m<l  l!)7.'t.  I'dcLiv.  iliisi 
(  u(i|i('i,iiiv('  .ip.ii  iiiiciiis  .lie  v.iliK  (I  ,11  ii|)|)io\iniai('ly  iliicc  (|n.ii  icis  ol  ,i  Mllioii 
(li)ll.iis  .111(1  [(luviilc  lioiisini^  loi  I  10,000  New  Yinkcis  (M.iinii  iiiici  view,  11)71). 

riw  !.iii;(->l  111  ll|ll'"s  (jiiLjiiKil  (Icvclopmciils  xvm>i  K.01  h<!.il(  \'il!,ii;c  111 
Qiicciis  ,  New  ^'(nk,  will)  r),H()0  liDiibiii^  units  .iiid  ii-i  tus  ii  lnod  sion  s,  iinisci) 
•iiliooU,  ;iiul  iii  ilii  iiinoii.  Ill  iciciii  yc;ir!i,  lliis  was  sin  ();l^s(■ll  liy  ilii  I 'I  II' 
->|)(in-.(  >i<  (l  ( C.iiy,  lix  ;ii(  il  in  ilic  I  Ippci  Hi  oiix,  New  \'iii  k  ( :iiy ,  wIik  Ii  ll,l^ 
iKMi  I)  1.^1, .0(10  .i|  i.ii  iincni  iiiiiis  ,iM(l  ;i  ixipiil.ilioii  i)f  00.000.  (ioniplciid  ni  I'l7!t, 
wiih  $.')()()  iiiilliun  III  pel  niiincnl  iiii.iiuint^  piovnUd  hy  ilu-  New  \'(>ik  Si.iii 
I  li  >n-iini4  I'  inaiK  c  At^ciu  y,  Co-op  ( !ity  i.s  ( Ic.ii  ly  ilic  most  ainUiiioiis  i-nici  piisc  in 
tiic  liisioiy  ol  ilic  (oopciaiivc  lioiisiiit;  inoxciiK'nt.  In  .Kidiiion  to  its  luii;i 
iioiisniL',  sto(  k .  1  Ins  "1  ity  u'iilnn  ,1 1  iiy,"  (  oiiijins  ilncc  slioppiiit;  I  cnii'i  s  with  <  II 
op  siipri  in.ii  ki  Is  ,111(1  sp('(  i.ilty  shops  and  .in  cdiu  ,it  ioii.il  p.ii  k  (  onsist  ini;  ol  1 1\( 
s(  1 1 00  Is  \vl  I K  li  K  (  oiiiniod.it  ('  nioi  I'  than  1 0,000  si  ink  1  its.  Ilic  s(  liool  hn  1  Idi  1  ii.;> 
\v(  I  ('  (lev  clopi  (I  liy  1 1 1  1 1'  and  1 111 1  led  over  to  I  he  New  \'(  n  k  Mo.ii  d  ol  I'  ( I ik  .11  ton  1 01 
opci.ilioii  (I'oiiiidalion  loi  Cioopcialivc  Iloiisiiii;,  l'.J7l;  I).  |i| 

Invtilvcincni  nf  llic  Ffdcial  Ciuvciiunciit 
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this  pioi^iain  (  oopci.itivcasscx  iaiions  <  on  Id  oht.iin  10  yi  .11  inoi  inai^csai  iiilcirsi 
i.iK  s  as  low  as  .1  pcK  ml  per  aniinni,  .1  i.ik  iIk  11  k  I.ik d  lo  the  avciai^i-  tosi  of 
l((l('ial  lic.isniy  honds. 

I'l  101  lo  lOtil ,  new  ( (M.pci.iiivc  llollsllt^  h.id  hi  (  n  t^(  an  (I  pi  iin.ii  ily  lo  nndillc 
iiKoiiK  l.iinilics.  Now,  .11  Ioiil;  l.tsi.  low  .mil  inodciaK  iikoiiu'  laiinliis  mulil 
)).iiii(  i|iat( .  .'\  total  ol  il.l  (  oopci.iiivc  |)ioj((  is  with  21^,000  dwcllim^  mills  uiic 
,l(  vclopcd  iiiidd  the  I (dH'i)  I5MIK  |)lo^l.lm,  Willi  a  loi.il  inoili^aKf  value  ol 
^  1.)  (  iiiillion  (loimil.itioii  lot  (  :oop(  1  .it  1  \  c  I  lousing,  |;j7I:  I'.)). 

I  he  I  IIA  L':il)  piot;i.iiii,  (le.iKd  in  IfJOli,  piovided  ••■vcn  l.il.t^el  hdd.il 
Mihsldies  loi  low  ,111(1  iiiodeiale  iiiionic  lionsiii^.  Uiulei  tills  pioi;i.iiii,  100 
pcmiil  lilt. ilK  11114  (oiild  he  ohiained  hy  (  oo|jei.ilive  .isso(  i.il  ions  and  olliei 
lioiipiolit  sponsois  ,11  .III  iiileiesi  late  as  low  .is  I  penein  pii  ainmni. 

.\l  the  tunc  ol  ihi  lioiisiiii;  iiioiatoi  iiini  in  I!)?."!,  I  Of)  (  oopei  alive  piojei  ts  li.id 
1,11 11  (l(M  l(.p((i  niidi  i  iIk  L';i(i  pioHiaiii  (Kden  iiiieiview,  l!)7(i).  A  l<)7-_'  Hih.iii 
hi'.ntuic  siiid^  .in.d>/id  .11  id  (  oinpaied  tin  |»ei  loini.iiK  e  ol  dO  Sec  lion  li'JI  (d^Ctj 
.111(1  L'ifi  (l( Aclopiiienis  iiiidei  noiipiolii.  limited  dividtiid,  and  ((Hipeiaiive 
(AMiclship.  Ki  snlts  ol  the  study  .lie  pieseilted  in  note  1. 

I  he  I  (nmd.ilion  for  ( iooperaiive  llousini;  (H-H) 


One  of  the  most  si.i^iiif  it  ani  events  in  Aineii(.i's  (oopei.itive  honsiiu  liiimed  m  ID.'^il  to  i.ike  .idvaiit.i^e  of  the  new  T'llA  L'l.^  pio^i.ini,  ilie 
inovtiiuMii  ()i  (  ni  ie(i  in  I9.')(),  \vh(ii  C!()n,t;iess  tst.d)lish((l  ih(- 1- 1  l.\-'J  I  .'i  iiioi  ttj.it^i  loiind.ii  ton  loi  (ioopei.iiive  Housing;  (ICII)  has  emeined  as  ilie  ii.iiion's 
iiisiii.iiue  pio.L;iaiii.  Tins  iJiot^iam,  wliidi  involved  the  ledei.il  i^ovei nineiii  111  l(,i(im.t{  oi.L;.iiii/aiion  in  the  lield  of  (oopei.iiive  Iioiisiiil;.  At  (he  lime  ol  iis 
(  oo|K'i.iii\'('  lionsini^  loi  the  liisi  lime,  eiiahled  eoopeiative  assot  iaiioiis  all  ovci  iweiitieih  aniiiveisaiy  111  H>7I,  I  had  sponsoied  iiioie  ilian  .'>.'),()()0 dwelling 
the  ( oniiti  y  to  s('(  nie  !I7  pen  cm  finaiu  ing  lor  honsin.i;  developments  then  on  tin  units  in  iiioie  than  100  (  oopei.iiive  hoiisiiit;  projei  is  loi  aied  in  HO  stales.  In  iliiee 
(Ii.iwiiil;  ho.iids  iliioiigli  l-'l  lA-insiiied  mot  li^ai^cs  ol  np  to  't'JO  niillion    I'ln  MXiH  1(171,  l(  .\  I  sponsoied  mow  (han  K.OOO  (oopeialivc  dwellitii^  mills 

leL;islat  ton  I  lit  1  liei  pio\'ideil  th.ii  ( oo|)eiaiives  would  h.ive  up  to  10  yeai  s  (o  pa\  pd  yeai.  {(ill  also  .issisied  in  dexclopin.i^  iikmc  than  .S,000  uiiiis  in  I.aiin 
h.K  k  theii  loans.  I  he  *)7  peu  ent  lin.mt  int^  and  lon.i^tei  ni  m  p.iymeiii  pkin  111. idi  .\iuei  i(  a  (Willi  ox  iiiiei  view,  l'.)7  I;  Ion  iid.it  ion  loi  Coopeiative  I  lousing,  l<)7'J: 
It  possihle  lot  ( oopeiaiives  10  ful  ihei  lediu  c  down  payment  ie(|iinements  .iiul  1(1,  I  (i).  Almost  .ill  ol  the  !■(  :i  I  (  oopei.iti  ves  weie  finaiii  ed  iiiidei  vai  ions  M  lA- 
inonllily  ihaii^es,  which  .i^ie.itly  iiu  teased  iheii  popni.nity  thion,L;hoiit  tin  insiii  eil  iiw  >■  Ii;.i.l;(' pi  ( 1141  .iins  si)  I  he  .iliove  li^ures  aie  iili  hided  in  pievioiisly  1  ileil 
ii.ition  (Rcpoil  ol  the  N.il   Commission  on  I'lh.in  I'lohleins,  l!)()H:  I'l  1,  I  .-i.O)  lot.ils  lot  .S(  (  lions  jll.'i,  L'-!  1  (d)(!i)  .md  'Jl'.Ut. 

nniliiL;  its  Inst  'H)  ye. its  ol  opei.itioil,  ihe  L'I'l  pio.i^i.nn  i;en(i,it(d  L',(l'i) 
(oopei.itive  developments  with   I  I .''),7'.)t)  iinils  ol  honsini.;  in  'Ml  si,il(  s.    I  lu  ( ioopri .(live  Con vt  i sions 
mot  I^.il;!'  v. due  ol    these   piojects  exceeded   $\.^)   hillion  ( I'dundal  ion  ioi 

(  loopi  i  .iii\  (•  I  lousing,  l'.)7  1 :  18).  liven  more-  sii^nil  ic  .int,  the  1  e|)ayiiieni  1  (  (  old  dl  I  he  I  n  si  kn  qe  si  .de  .ippio.u  h  10  c  oo|)ei.ili  ve  c  oiivei  sion  look  pl.u  e  dm  iiiq 
these  coopei.iiuc  moi  iLi.i^es  h.is  histoiically  i)cen  hettei  th.m  .my  olliei  lll.\  the  e.iily  IC^Os  wIk  n  the  I..iiih.iin  Act  was  used  10  sell  oil  jxihlit  and  wal 
pioi;i  am  ( I  le.ii  lilies  heloie  the  N.il .  Connnissioii  on  I '1  li.in  I'lolilems,  Ml(>K.  \'  Ikiiisiii.l;  piojeits  to  teiiani  i^ionps  which  Ii.icl  oii^ani/ed  iheiiiselves  into 
18).  ,i)n|)(  i.iiivi  .issoc  i.iiioiis  l  inanc  int^  was  usually  made-  avail.ihle  l»y  ilie  I'niied 

Ihe  one  nei^.ilivc  fe.itme  ol  the  pioHiain  is  lh.it  almost  '50,000  ol  the  I  Sl.ilis  I'lihlic  I  Iousiiil;  Aullioiily.  Moie  than  20  housing  (lev  elopmeiils  .ic  loss 

dwelitni^  units  hnilt  as  coopeialives  uiulei  I' I  I.AL' I  .'i  wc'ie  nol  opei.itcd  .h  the  connliy,  with  ovi  1  10,000  iiniis,  weic-  conveilecl  lo  c  ciopi  1  .tin  cs  in  this 
loopei.ilive   housini;.    Altei    these   units   weie  coinpleled,   llie  c  oopei  .11  iv(  iHaiiiiei  ( VVi  1 1(  ox  intei  view.  I'J71). 

nioi  tL;.ii<e  dissoKcd  .md  they  weie  sold  off  individu, lily  as  single  I. iinily  lionics  I  houL;h  hest  known  fc»i  its  spoiisoiship  ol  iic-w  developments,  the 
(1  ound.iiioii  lot  Coopeiaiuc  1  loiisim^,  107  1 :  18).  I  oiiiKl.itloii  loi  (ioopc  i.nive  I  loiisin.l;  li.is  .dso  esl.ihlislu-cl  an  iiil|>lessi  ve  lec  oicl 

In  lOtil ,  ( ;on,i4icss  esi.ihlislud  the  I' I  lA  ;i2l(d)(,'<)  helow  m.ii  kei  inieic  St  i.tti  m  I'l''  •"•'•'  <oop(ialive  eon  versions.  Siaiiinn  in  l'J.02  with  (.leenlMli. 
pioi'i.im  (HMIR).  which  iiLuk  .ivailahle  '.)()  peiceni  liii.iixini;  to  liniiKd  M.nyland.  .1  l,07;»  iinii.  t>ovei  n  men  i -owned  developmeni.  I'CI  I  Ii.is  since 
diviilend  spon^o|t,  and  100  peiceiit  linancin.14  to  nonpi  ol  1  ibui|X  >i^>i  s  .iiiij  o<iii|ileteil  L'*J  c  on  vei  sions  with  moi  e  th.m  I  1 .000  units  in  al  I  pai  Is  of  ihe  ii.ii  loii 
I  iMipi  i.iiuc  s.  loi  ili(  ilevclopmeni  of  low  and  modeiaie  inc  oine  Iioiisiii.l;.  llndci  ilmmdatioii     foi     (ioopeiaiivc    I  lousini;.    (oiiesixindence,     li»7  l).     I  hese 
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(  niiv  (  I  sioiib  involved  I, ?)()()  iiiiiih  in  hii  t;t'  iniilii-f;iinily  piihlic  ly-()wn<-(I  |)i()j<  (  i» 
.nul  many  biii.tllci  piopctiu")  tlcviloiicd  inosily  iindci  fcdciid  iuMiKUKc 
piogunfi.  All  I  tonvi-iiions  involved  lelni.mi  nit^  .iiid  |>iii(  li.isi  li^  .i  ik  wI) 
(iLMied  (dopri.iiive  coipoiaiion  (W'ilhox  inieiviiw,  l')71). 

'l  et  liniCo-op,  \iu  .  (  I  CA)  was  (oi  nied  as  an  !•'(  !!  I  snNsidiai  y  in  I  it()H  lo  pin  siu 
ielial)ililalion  and  ( onveision  at  I  ivii  les  on  a  I  nil -I  nne  l).isis.  Now  a  se|  >ai  ale  n<ii 
loi  -|ii(>lii  ( ()i  por  .11  ion  liead(|nai  leied  in  Siarnfoi  d,  ( ioiniet  li(  ui,  I  Vi  lnn(  io-op 
liusi  (onipleled  iliiee  eonveisions  will)  !)()()  nniis  and  is  in  ilie  pioicss  til 
(f)nveilin^  eiglu  piojet  is  with  int>ie  ihan  ji.OOO  tl welling  nniis  in  six  slaies.  Ii, 
(onliasi  lo  ihe  VC.ll  appit)a(li,  all  IC'A  proj;iaiiis  iiuolve  t  Diivei  sitin  wiiht)iii 
lelinaiuinH  (\Villct)x  inieiview,  1971). 

/\nt)iiu-i  lype  of  i  oopei alive  convei  sitm  at  I  iviiy  invt)l  ving  ilie  lelialiiliiaiitii 
and  tonveision  of  seveiely  deiei  it>iaied  apailineni  Ixii Itlini^s  is  ntiw  lieiiit 
iiiipleinenietl  t)n  a  fail  ly  laii^e  stale  l>y  lenani  u;roo|is  in  I  lai  leni  anil  olliei  Itju 
iiu  oiiie  nei,L;!d)tii  hoods  of  New  York  (aty.  A  sUitly  (Kt)lt)diiy,  l()7.'5:  I  f))  itieniifiei! 
a  I  Ola  I  ol  I'it'i  sui  li  projet  is  t)f  wiiit  h  1 2  liad  l>eeii  t  txnpleied  .ind  <  iiiivei  led  ii 
lenani  owneisliip,  'Jf)  weie  in  ilie  piotess  ot  ton\'eisiiin  .int!  rehahililaiion,  'V 
li.itl  reteivetl  ai  leasi  pieliininaiy  appit)val  loi  linaiit  mil;,  anil  lil  vveie  seeking 
( oiiveision.  A  loial  of  8,IHH  dwellint;  uniis  anil  L'Kit  ItnililiiiKs  weie  involved 

L<>t  u(it>n  ant!  Nmidier  of  (^tioperalivc  llousint;  nevelopnienis  Williin  (lu-  II..S 

Sliiuiilaietl  by  the  feileial  siiljsidy  |)r(>^rani,  Anieiita's  looperalive  lioiisiiii 
inoveinent  lias  t{it>wii  lapidly  sinte  (he  eaily  l!)fi()s.  Ai  lliai  liine  ilieit-  wcic 
ap|)i(>xiinaii'ly  fjOO.OOO  Ainei  it  .iiis  liviiit;  in  lioiisini;  t  tit>peiaiives;  l)y  l!)70ilii 
limine  had  tloiihletl  (Nai.  Assn.  tif  I  lousing  Citjopeialives,  l')7(l;  'A).  As  (»f  Apiii 
!!)7'i,  ilie  naiion  toniaiiu-il  an  esiiinaied  Kt^, ()()()  iiniis  til  ttxipci.iiive  liiiusiii^> 
appit>\nnaiely  81  peueni  ol  whiih  was  lt)iaietl  in  inne  siaies:  New  Voill 
(I  If), (1(10  iiniis);  C:alilornia  (.')(), (1(10  iinils);  Moiida  (1(1,(100);  Illinois  (Sf),(IOi 
unils);  Mit  higan  ( I  'i.OOO  unils);  New  Jeisey  ( I  .'i.OOO  imiis);  Pennsylvania  ( IO,(l(b 
nniis);  Texas  (r).00()  iiniis);  anil  Maryland  (5,()()0  nniis).  .See  I'.S.  Dep.  iv 
I  lonsin.n  anil  Hrhan  Devt  lopnieni,  \'M?>:  I  III  17). 

I  Inloi  luiialely,  wilhoiil  the  iedeial  snhsidy  progiains,  oVeiall  piodiii  lion  i, 
lU'W  I  Dopei  al  ive  lions  iny  will  |)lol)al)ly  ilei  line  slgiiil  ii  am  iy  in  I  hi-  ye.il  s  alie.iil 
hei  aiise  ii  will  hetome  vii  iiially  impossihie  lo  develop  imiis  wiiliin  llie  iaiiL;eii' 
low  and  mtiderale  iiuotne  f.iiiiilies.  II  iliis  oitiiis,  the  toopeiaiive  i  iiii\'eisiii|) 
piotess  will  iindonhledly  leteive  iniieased  alleiilioii  hulh  as  a  means  In 
impioving  ilie  exisiim;  lionsini.;  siotk  anil  t iiminiiini;  ihe  expansion  u 
Amenta's  1 1  k  ipei  al  ive  Iu)iisiiil;  mo\emenl. 


.'J.  IMU)|I  (  T  !M  UIORMANCE  HtFORC  AND  AIT  FK  COOPLU ATlVf 
CONVI  RSION:  TtN  CASK  S  I  HDII  S  ) 

This  I  liapiei  piesenis  ihe  aiillioi's  fiiidmgs  i  ont  ei  iiiiil;  nine  lioiisiiii 
iliA'iliipmi  Ills  u'liit  h  have  hceu  tonveileil  lo  i  oi  »pei  .il  i  vis  ^jjji^l,  i  whiilii 
(ipiiaied    hy    .1     lenani    Managemeill    ( !oi  pt  ii  al  k  >ii    (INK!)     Uai  kgioiin, 


infoimalion  on  ihe  tievelopiiuiiis  was  Kailiered  from  a  varieiy  of  souries. 
nil  hiding  I  ft  lini(  ji Dp  files,  several  <»n-siie  visils,  aiul  iiiiei  views  toiidiii  ml  in 
l„isiiii  aiitl  hy  phone  wnh  <i)-op  l>oai(l  ineiiiheis,  piojeti  managers,  IIIID 
iilliii  ils,  redmiOt  iip  antt  l-oiindalioii  for  Cooperaiive  lloiisiiig  slafl.  .mil 
iiiliei  piolessionals  who  weie  iiivolveil  wilh  spei  ifit:  ( onveisioiis. 

Ihe  10  ill  veliipmenis  vary  tonsideiahly  in  si/e,  age,  physiial  <  oiiihiioii, 
iiDnomii  anti  latial  mix,  neighlxti  hot>d  environmeiii,  anti  niimeioiis  oihei 
( li.iiat  lerislit  s.  Some  aie  large,  low-iiu  i>me,  innei-t  ily  piojt  t  is  wliii  h  have  jiisl 
riteiiily  been  tonveiltti;  oiheis  are  older  I^mhaiii  At  I  tonveisioiis  wiih  Inghei 
iiK  tlian  intome  levels  arul  ult-wliilc  |H>piilaiioiis.  .Some  heiiefiud  fif>m  iiiajoi 
II  hahiliiaiion  woikantl  new  finaiit  iiigai  llic  lime  of  tonveision  while  oilu  is 
issiiineil  die  exisiing  inoilgage  anti  made  major  repaiis  only  afier  siilfiiieni 
II  selves  hail  heen  hiiili  up  over  a  peiioil  of  yeais.  In  some  t  ases,  ihe  i  oiiveisioii 
w.is  miiiaietl  hy  lenanis,  oiher  limes  hy  ihe  owner  or  a  ihiid  paiiy.  I  he  laigesi 
ilevelopmeiit  ill  llie  sam|jle  t  oiilaiiis  2,00  I  lowiihtjusc  unils;  lIu"  sinallesi  is  a  Hi 
iiiiii,  live  sloiy  ajiaiinieni  hnildiiig.  The  eailiesi  tonveision  wasiompleitd  in 
I'l'tl  anil  ihe  mosi  leieiii  in  January  H)7!l 

Ity  slutlyinganti  I  omparing  ihe  impat  I  of  i  tjoperaiive  tonveision  in  thflereiit 
sellings  and  <  lit  iimslaiu  es,  the  aullioi  lio(Kd  lo  iilenlify  the  iiigiedienis  and 
miidilions  lietissaiy  lor  a  siutessful  tonveision  effoii,  ami  lo  gauge  llie 
piiieiiiial  for  expaiitling  preseni  tonveision  at  iiviiies  mio  a  iiioic  sysiemaiit 
iiaiionwide  piogiam    These  issues  are  tlist  iissed  in  (Ihapier  ^. 


NAMi:,  LOCA  TION.  AND 
DESIIUII'IION  Ol  l'KOJW:'J.S 

uiMisricAi)  (;aiuh:ns,  H..iiimt>if. 

M, ml. mil  iDwiiliiiiise  mills  ileveT 

ii{i.(l  .IS  w.ii  lioiisiiit;,  li<'f;iiiiiiiig  in  ID;{!). 
( iiiiw'i  11  1!  ID  a  1  o  ii|i  III  I'JOli  Willi  (iiiaiii  iiig 
|iiiiviilril  liy  I'lililii  lliiiisiiig  Aiilhuiiiy  dI 
I  I  S  ;  Ii.')  |M'lirill  ol  III  1)^111. il  leii.iiils  jiiiiii  il. 


I'AKK  FOREST  < OOl'tRAIi VE 
HOMES,  I'.iik  I  t. II  SI,  Illinois.  L'.IMM  lowii 
li.iim^  III  live  ilt'vi'lo|>iiii'iiis.  Di  ll  lopi'il  .is 
|iia,ili'  li'iil.il  lioiisiiig  Ml  I. Ill'  lOllls.  Con- 
\riliil  ID  a  ioo|i  liilwirii  I 'lli.'l- 1 ■Jltfi  vviili 
I  IIA  L'lH  liii.iiii  iiig;  HI)  iK'iiriii  ol  oiigiii.il 
li  II. nils  joiiiril. 


SIONVllKOOK  CAKDENS.  Siaiiidml. 
(  i null  1  I II  III  lOU  lovviilioiisrs  ili \i'lii|iril 
,is  U'.il  lioiisiiit;  III  I'IKK.  I.ilri  solil  lo 
|iilt<lli'  iiivrsloi.  (  iiiivi'i  iril  in  I!)li7  ivilli 
I  lilH  liii. III!  lilt;,  '.).')  pi'iit'iil  ol  oiif^iii.il 
Ii  ii.iiiis  joliii'il. 


IMI'A(.'I  OF 
f;OOI'ERA  I  IVE  ( ONVERSION 
ON  ruOJlCI  IM  RFOUMA\(  E 

Exltiisive,  syslriii.ilii  v.iiiil.ilinii  \i) 
Uniagt'ls  I'liilril  tl.iy  .illi  i  i  oiuri  sum; 
rem  ilt'liiii|iiriii  y  iiiliuisl  limii  °10 
peiieill  lo  Irss  lli.iii  fi  iM'ltriil  iliiiniK 
20  yiais  III  iii<>|>i-i,Hivi'  (iwiit'i slii|i; 
2M)  v.ii  .1111  li  s  fillril  six  iiiotiilis  .iliri 
eiinvei  sioii,  iii.iii.igt'iin  iii  .nul  iii.iin- 
iL'iuiiii'  sl.iK  null. illy  inliiiiil  lioiii 
60  lu  31,  and  ilien  lo  22  in  I!l73 

Annual  liimovei  iiiliuiil  lioiii  fill 
jH  iieni  It)  2f>  |M'iieiil:  ilt'l.ii  lo  si  i;ie. 
galion  eiitletl,  |iiiiji'iis  .iir  iihk  211 
|M'iieiil  1)1.11  k;  vaiaiiiies  ol  up  lo  Ml 
|H'iii'iil  lillrtl.  ill  vi'lo|iiiii  lll^  iiiiw 
liilly  oiiiipieil  Willi  w.iiniiK  lisis; 
iiiipiDveiiit'iiis  lo  iniliviilii.il  iiiiii\ 
anil  Kloiiiitis  liy  m  op  iiu  iiiIm  i^ 

I'liysll.ll     IOIIllllill||^     lill|llii\i  ll 
lliioiigli  )l,Mlll  |ii  i  IIIIII  It  li.iliilil.i- 
IIOII    piogl.llll.    Iillli  l    l.ii  l.il  llllii;l.i- 
IIOII    .llllllAl'll,     llllllllM'l     ll'llllllll  III 

poiill  wlieie  II  l.ikis  Iwu  V'.os  loi 
new    .ipplii.ini    iii   iririve  liiiisul. 
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EDGE  ^  y\  ^ 

Excerpt  from  a  forthcoming  manual  on 

urban  housing  rehabilitation,  <^ 

AN  ALTERNATIVE  TO  INDIVIDUALLY  OWNED  THREE -DECKER'S :     ' / 

THE   "ECONOMINIUM"  ^ 


Today  there  is  more  than  one  way  to  own  a  three- 
decker.     One  alternative  is  a  condominium  in  moderately 
priced  three-deckers  where  there  is  no  profit  to  the 
party  who  changes  the  form  of  ownership  to  a  condominium. 
Urban  Edge  calls  this  type  of  condominium  an  Econominium, 
and  has  used  this  concept  in  the  rehabilitation  and  sale 
of  a  formerly  vacant  three-decker.     Urban  Edge  has  a 
limited  information  about  the  long-term  operation  of  a 
three  condominium  household  and  its  effects  on  the 
neighborhood.     Urban  Edge  recommends  that  Econominiums 
be  developed  in  txvo  types  three-deckers  where  necessary 
rehab  will  be  part  of  converting  to  a  condominium: 
(1)   vacant  three-deckers  or   (2)   in  occupied  three-deckers 
where  the  existing  tenants  are  able  to  become  owners. 


A  COMPARISON  OF  TRADITIONAL    (INDIVIDUAL)    0V7NERSHIP  OF  A 
THREE-DECKER  AND  THE  ECONOMINIUM  ALTERNATIVE. 

Owning  a  three-decker  as  an  individual  has  certain 
advantages  and  disadvantages.     Control  and  responsibility 
for  the  total  property  clearly  belongs  to  the  individual 
owner-     When  something  goes  wrong  the  owner  fixes  it. 
When  there  is  a  conflict  between  residents  the  owner 
resolves  it.     Financially,  an  owner  benefits  if  2/3  of  the 
repairs  cost  less  than  the  rents  on  the  other  two  apart- 
ments.    If  repairs  cost  more  than  the  rents,   an  owner  has 
a  tax  reduction  in  taxable  income  to  partially  meet  the 
payments.     If  the  property  appreciates  in  value,  the 
owner  has  the  total  gain  upon  sale. 

An  individual  owner  is  in  a  landlord  situation. 
Tenants  have  few  incentives  to  go  out  of  their  way  to  care 
for  the  property,  especially  the  exterior  and  common 
portions  of  the  interior.     The  owner  has  initial  equity 
(dcwnpa^^ment)    for  three  units  tied  up  in  the  property. 
To  obtain  a  mortgage  to  purchase  a  three-decker,  an  owner 
must  show  monthly  income  to  the  bank  which  is  considerably 
higher  than  that  necessary  for  the  monthly  cost  of  the  one 
unit  which  the  owner  will  occupy. 

The  Econominium  generally  reverses  the  advantages  and 
disadvantages  of  individual  ownership.     An  Econominium 
owner  owns  their  own  apartment;   all  three  owners  jointly 
ov/n  outside  and  common  interior  spaces.     In  an  Econominium' 
jointly  owned  spaces,   cost  and  labor  to  care  for  the 
property  are  shared  three  ways.     Responsibility  for 
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Compars  Costs  In  Individual  Ownership,   Rental  &  Econominiuin 
Ownership  -  - 

moderately 

Example :     A /renovated  three-decker  which  is  sold  for  $40,500 
in  a  moderately  priced  three-decker  neighborhood 
in  Boston.     The  dcwnpayment  is  20%  of  the  purchase 
price.     There  is  a  20  year  mortgage  at  an  interest 
rate  of  11.75%. 


AN  ESTIMATE  OF  COMPARATIVE  COSTS 

Individually                                  Econorainium  Condo 
Purchase  Costs  Ov/ned   Rental  Ownership  

Downpayment  $8,100  0  $2,700 

Initial  closing 
costs,   tax  escrow 

and  insurance.  1,540  870 


Total  Purchase  Costs     $9,640  $3,570 

Monthly  Pa^m'.ents 
Mortgage  and  Tax  $     535  $     275  $  183 

(-)   2  rents 

at  $275  each       (-)  550* 


$  8=^ 

Maintenance  &  Repair  $408  0'  $136 

Utilities,  heat  and 

average  repairs.  93  93  93 


Total  Monthly  Costs       $     586  $     368  $  412 


*  Rental  income  may  be  interrupted  by  a  non-paying  tenant,  a 
vacant  apartment  or  tenant  damage  to  an  apartment. 


OTHER  O^TNERSHIP  ALTERNATIVES 


Co-operative  Ownership: 

Technically/  a  co-operative  varies  from  condominium  ownershi 
in  that  the  total  property  is  owned  as  a  whole  by  all  three 
owners.     Each  owner  has  a  special  claim  on  occupancy  of  one 
particular  unit. 

From  a  practical  standpoint,  there  are  two  major  differences 
between  a  condo  and  a  co-op.     Massachusetts  banks  are  more 
familiar  with  the  condominium  arrangement,  and  obtaining 
financing  is  likely  to  be  easier.     All  maintenance  and  repair 
costs  are  shared  equally  by  all  three  owners,  and  are  paid  out 
of  the  common  fund. 

U UP  Sponsored  Subsidies  For  Very  "Moderate"  Incomes 

There  are  HUD  sponsored  subsidies  for  households  with  very 
moderate  incomes,   which  although  possible,   are  not  used 
regularly.     An  individual  or  an  organization,  with  time  and 
determination  to  "fight  rod  tape",  should  investigate  the 
following  programs  by  contacting  the  HUD  area  office: 

a)  Section  235  -  subsidized  interest  payments  for  homeowners 

b)  Section  312  -  3%  rehab  mortgages  for  certain  situations 

c)  Section  8       -  rent  subsidies   (possible  for  c-ops)  under 

several  programs.      (Note:  The  Commonwealth 
also  has  a  version. 


At 


